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Build-to-Rent (BTR) is an emerging housing investment asset class and alternative housing 
product that is gaining popularity in the United Kingdom, Europe, North America and 
Australia. BTR is a long-term rental product built and operated by specialist developers for the 
high-income market in the aforementioned countries. This study investigates the suitability of 
a similar product for the middle income housing market in Johannesburg, South Africa. The 
study finds relevance in the human settlements dialogue due to the rapid urbanization and  
extensive housing backlog currently being experienced in Johannesburg, as rural dwellers and 
migrants from neighbouring countries flock to the city in search of employment and a better 
quality of life. The high cost of traditional housing finance and the stigma attached to renting 
and living in social housing estates calls for alternative approaches which address both needs. 
Based on the trend of institutional investors choosing BTR as an alternative impact investment 
after the market saturation of retail and office park developments in developed countries, it 
may be concluded that a similar trend will be observed in South Africa. This makes the 
exploration of BTR as an alternative approach to both the housing crisis and long-term 
investment options topical and timely. The objectives of this study were; to establish the 
institutional and legislative frameworks within which such a product would operate, its 
profitability, the appetite for BTR by investors and practitioners, and lastly what framework 
may be adopted in order to mainstream BTR as a housing approach in Johannesburg. Through 
an extensive review of existing policies and legislation, it was established that BTR can be 
rolled out in Johannesburg if policy support is gained from national, provincial and local 
government. It was further established that BTR can be profitably built and operated in 
Johannesburg as evidenced by the outcomes of a detailed financial feasibility model, premised 
upon an actual location in the suburb of Midrand, Johannesburg. The results of a key informant 
survey also indicated that BTR can be accepted in the Johannesburg housing market. The 
survey also yielded some additional information including the need to incorporate lower 
income rental units and the need to sectionalise BTR residential developments in order to make 
it more appealing both to local investors and potential tenants. Lastly, a framework is presented 
which summarizes the findings of the study and identifies gaps and next steps in the journey 
towards developing a pilot BTR housing development. 
 
Keywords:  Housing, Johannesburg, Build to Rent, BTR, Rental Housing, Human Settlements 
Development, Alternative Investment. 
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CHAPTER 1 : SETTING THE SCENE 
 
“In postcolonial Africa, single dwelling housing is the biggest perpetrator of urban 




Whilst rural to urban migration, into large metropolitan cities, slowed down on a global scale 
from an average of 6.5% in the 1950s to 2.7% between 2010 and 2020, it continued to rise in 
the global South, particularly in Latin American,  Asian and African cities (Cividino et al., 
2020). According to Roy (2020), the influx into African and Asian cities is mostly of young 
men and women who move to the city seeking seasonal and permanent employment 
opportunities. Boadi et al. (2005) describe how a vicious circle is created in African cities, 
where inadequate socio-economic development leads to decimation of the natural environment 
as African urban populations increase. They further point to the imposed western economic 
structural adjustment programmes as a key driver of this imbalance. Roy (2020) further 
highlights how many job seekers end up living in slums, where there are little to no amenities, 
high crime rates and poor hygienic conditions. These are challenges which characterise lower, 
informal settlements in South Africa as well. Such top-down approaches, which Howe (2018) 
terms the “grand visions” approach, have thus far seen the exclusion of many low and middle-
income earners from Johannesburg’s planning processes and housing provision.  
 
The shortage of decent formal housing in the city of Johannesburg and the slow pace at which 
the deficit is being reduced necessitates the exploration of multiple models for housing 
provision. The funding of affordable housing in South Africa has historically been the preserve 
of the South African Government. For example, the Reconstruction and Development 
Programme (RDP) or Breaking New Ground (BNG) and social housing projects have made 
some progress in addressing the housing shortages in urban South Africa. These still fall far 
below the estimated 433 000 homes per year required in the four major cities of Tshwane, 
Johannesburg, eThekwini and Cape Town  (StatsSA, 2017). Of the estimated 433 000 new 




 The Department of Human Settlements, through various private, social housing property 
developers, has until now been the major funder of rental housing in the form of social housing 
projects. However, these have failed to meet the increasing demand for affordable urban rental 
accommodation and have attracted a negative stigma due to poor management in their 
operational phases. They have failed to deliver on the National Development Plan’s (NDP’s) 
mandate to deliver inclusive, socially integrated, energetic urban spaces. 
 
Several approaches and strategies have been implemented to ameliorate the housing situation 
and these include the RDP housing programme from a national government level. 
Unfortunately, these are poorly located and sized at between 20m2 and 34m2. RDP houses were 
intended for households earning less that R3500 per month but quickly became infamous not 
only for the poor quality of product but also the high levels of corruption and 
maladministration. In order to address these shortcomings, BNG housing was introduced in 
accordance with the provisions of the National Housing Code of 2009 which increased the 
minimum internal floor area to 40 m2 and requires separate bathroom and toilet areas, as well 
as a minimum of 2 bedrooms. Despite this, the poor construction methods employed in 
delivering BNG housing exposed beneficiaries to health and safety risks including fire hazards 
from unfit electrical wiring, death from roof collapses, and outbreaks of diseases such as 
cholera and typhoid as a result of a lack of attention surrounding roads and open spaces  (Mkuzo 
et al., 2019). 
 
Other affordable housing interventions that have been implemented in Johannesburg include 
Community Residential Units (CRU), “Gap” housing, and the Social Housing Programme 
(SHP). The CRU units are rental units mostly born out of inner city refurbishment and hostel 
modifications. CRU units target households that earn between R800 and R3 500 per month. 
“Gap” housing on the other hand targets income groups between R3 500 and R22 000 per 
month and whose income falls just short of qualifying for traditional homes loans but who earn 
too much to qualify for RDP/BNG housing. SHP homes are affordable rental units for 
households earning between R3 500 and R7 500 per month created as a result of government 
subsidies and reduced development costs (Hofer et al., 2020). Social housing is implemented 
by agencies such as the Johannesburg Social Housing Company (JOSHCO) and is regulated 




In terms of city-specific interventions, Johannesburg has also seen the introduction of mixed-
income housing schemes as a way to decriminalise the urban poor and foster inclusivity as a 
counter to the urban segregation wrought by apartheid-era planning (Onatu, 2010). An example 
of this approach is the Cosmo City mixed income residential development in the north of 
Johannesburg. Although initially lauded as a success and a demonstration of how urban 
challenges can be addressed through strategic Public-Private Partnerships, of late cracks have 
begun to show in mixed-income housing approach as much of the urban malaise that can be 
observed in other parts of Johannesburg manifests. The latest intervention from the 
Johannesburg Municipality is the Inclusionary Housing Policy of 2019 (CoJ, 2019); this 
requires property developers to allocate as much as 30% of housing stock to affordable rental 
accommodation. Although progressive in its identification of ideal sites along major transport 
nodes in line with the other city initiatives such as the Corridors of Freedom, the policy is at 
present seen as a threat to both private developers’ property rights and to their profit margins 
(Kulundu and Muller, 2020). It remains to be seen whether the implementation of the 
Inclusionary Housing Policy will translate into the required impact on the shortage of 
affordable housing in Johannesburg. 
 
However, Build-to-Rent (BTR) opens up opportunities to address several of the key targets of 
Sustainable Development Goal (SDG) 11.1. BTR by its very nature is sustainability-driven 
(Nethercote, 2019). This is both from a financial perspective as a viable long-term investment 
and its impact, in the operational phase of the BTR residential developments on the 
environment, society, culture and quality of life. It includes a mix of affordable housing, 
middle-income and higher-income housing typologies suitable for multiple income groups 
within a single neighbourhood which catalyses social cohesion  (www.forbes.com). BTR also 
speaks to the provision of safe, inclusive, culturally vibrant residential developments. If these 
are intentionally incorporated into the long-term planning of a city such as Johannesburg, they 
can attract private sector institutional funding to meet the 2030 targets of SDG targets 11.1. 
Thus, the burden to provide affordable housing is shared with government which has 
historically been held solely responsible for this. 
 
Consequently, this study focuses on BTR as an additional strategy and housing product which 
can be added to the palette of existing housing models in the city of Johannesburg. BTR is 
explored as a possible product offering for the middle-income housing market, funded by 
private sector institutions and supported by the existing institutions, policies and legislation. 
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The study begins by defining BTR as a product and setting the scene through reviewing 
international experiences in the developed, transitional and developing world. Thereafter, 
South African and local contexts are presented. The research objectives are then set out, 
followed by a detailed synopsis of the research methodology adopted. Results of the study, 
which include outputs from a literature study, financial model and questionnaire survey are 
then presented and discussed. Lastly, a framework is presented for further exploration and 
development of a BTR model for Johannesburg. This is based on the findings, and 
recommendations and conclusions are made in fulfilment of the research question. 
 
1.2 BACKGROUND OF THE STUDY  
 
According to the United Nations (UN) (2018), 55% of the world’s population lives in urban 
areas, with this figure set to increase to 68% by 2050. Although Africa is the least urbanized 
continent, it is urbanizing at a rate of 3.5% per annum which is the fastest rate in the world. In 
1980, only 25% of the African population lived in urban environments. To date, this figure has 
risen to 40% and will reach 50% by 2030 (Starkey, 2015). Based on figures from Statistics 
South Africa (2011), approximately 60 to 64% of South Africa’s population is urbanized. This 
is well above the African and Global rates of urbanization. It is for this reason that this study 
finds relevance in current sustainability discourses. There is thus an urgent need for innovative 
approaches to resolve the problem of adequate provision of affordable, safe, quality housing in 
South African cities.  
 
For the city of Johannesburg, the housing crisis is dire and has been central to many service 
delivery protests by poorer communities. As if the annual service delivery protests are not 
testament enough to the unsustainable status quo, the City of Johannesburg estimates that its 
population will expand by 66% by the year 2050( www.worldpopulationreview.com ). What 
this means is that the city’s management and national leaders ought to plan for its long-term 
sustainability as a matter of urgency. Decisions and strategies must be made today to steer the 
city towards addressing the challenges of providing safe, affordable housing. This study will 
therefore explore the role of  BTR as a strategy to draw private sector funding into the provision 




This is because BTR bears many characteristics, which if leveraged and localized, could 
alleviate the shortage or good quality, long-term housing among Johannesburg’s middle-
income earners. In a 2018 survey of 200 cities, Kallergis et al. (2018), found that 90% of global 
cities offered housing that is unaffordable when compared to widely accepted international 
standards. The study further found that cities that were more economically productive saw the 
greatest levels of unaffordability. This is a dynamic of the urban sustainability discourse which 
ought to be actively addressed, as economic viability is a prerequisite and a pillar of urban 
sustainability in itself. However, if an adverse effect of economic viability is an increased level 
of housing unaffordability, then action must be taken to counter this, and to bring the two 
economic factors into an equilibrium. One strategy worth exploring is to attract funding from 
private sector institutions into affordable and middle-income housing projects. BTR is an asset 
class that offers long-term institutional investors the opportunity to do just that. 
 
1.3 JUSTIFICATION OF THE STUDY  
 
The provision of housing in Johannesburg, especially in inner-city Johannesburg has been 
closely linked to urban regeneration. Characterized by the collision of neoliberal and post-
apartheid efforts to address the exclusionary nature of housing development, the results of past 
public-private partnerships have left a lot to be desired due to conflicting agendas.  
Furthermore, housing efforts by both the government, which funds delivery of low-income 
housing in the city, and the private developers executing these projects have often resulted in 
further exclusion (Mosselson, 2017). This study explores a different kind of partnership 
between government and private developers, where the profit motive needs not to contradict 
the social and developmental goals of government. If government endorses BTR as a novel 
housing model through its policies, this can set the stage for private developers to conceptualize 
a product that fosters integrated and mixed-used housing developments. A profit can still be 
made for private funders, who in this case are well-established institutional investors, and an 
alternative housing product can be successfully introduced into the market. Bah et al. (2018) 
highlight the complex nature of housing markets in Africa, with such phenomena as poor urban 
planning, rapid urbanization, informal settlements, rising construction costs and low supply of 
affordable housing contributing to the complex housing challenges.  Innovative approaches to 
increase the supply of housing for middle and low income-earners, as well as the development 
of new rental housing models are put forward as possible solutions (Bah et al.,2018).  
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This study may also offer insights to better understand the complex housing challenges in 
Johannesburg and presents an alternative rental housing model that can be adopted to address 
these challenges. To date, very little literature is available which discusses BTR as a housing 
approach for Africa, specifically for the city of Johannesburg. This study opens this discussion 
by exploring the BTR housing model as it has been developed in international markets through 
a South African lens. 
1.4  SCOPE OF THE STUDY 
 
This section will outline the conceptual, temporal and spatial scoped of this work. As BTR is 
a fairly new area of study, detailed explanations and additional definitions will be provided in 
order to frame the context and meaning of terms used in discussing BTR. Thereafter, the period 
of time applicable to the researching BTR policies will be set out, followed by the geographical 
location of the case study. 
 
1.4.1  Conceptual Scope  
 
For the purposes of this study, Build to Rent housing (BTR) is defined and limited to privately-
funded, long term rental housing that is differentiated from social housing as it is not designed 
or planned by any government departments but is rather designed, built and operated by private 
developers using funds from large financial institutions such as pension funds, banks and 
insurance companies  (Alakeson, 2013).  
 
BTR can also be defined as a residential product comprised of apartment blocks and complexes 
that are purpose-built for rental occupation and held in single ownership  as a long-term 
revenue-generating asset  (Pawson et al., 2019). BTR is further differentiated by the fact that 
it is brand driven and is not conceptualized from based upon budgets but is rather based on an 
understanding of the needs of the target market and the following additional characteristics as 
listed by Alakeson (2013); 
 
• Identification of locations with long-term rental demand 
• Designing a purpose-built private rental product 
• Identifying the costs of purpose-built private rented development 




BTR is also keenly differentiated from social housing and other rental products by the fact that 
is institutionally, owned, offers high security of tenure, is expertly managed and in the United 
Kingdom, where the concept has its origins, the product is highly priced and appeals to higher 
income earners  (Wilson et al., 2017). This is unlike social housing and affordable rentals as 
they currently exist in the city of Johannesburg. BTR attracts funding from private institutions 
because it is profitable, making the most of green technology, property management 
technology, hard-wearing but on-trend finishes, expert financial modelling, expert 
management and low tenant turnover to yield above average returns through the monthly 
cashflow from rentals and the capital appreciation of the property assets over a period of 10 to 
20 years. This is a phenomenon observed in developed countries and described by Nethercote 
(2019) as, “ the financialization of rental housing.”  
 
This study, therefore, is predicated on an alternative housing model for the city of Johannesburg 
in the form of a localized BTR product, driven, importantly, by; 
• A move away from focussing on rental housing for low income earners only. 
• A rejection of the notion of ownership as the primary indicator of met housing needs, and 
an anticipation of the evolution of long-term rental as a stigma-free alternative. 
• A pro-active engagement of institutional funders to play a greater role in alleviating the 
housing challenges within the city of Johannesburg, without sacrificing profit. 
 
1.4.2  Temporal Scope  
 
The trend towards BTR has been gaining traction since 2015, although often not referred to by 
the term, Build to Rent. As such, the review of existing policies was  limited to the past five 
years (2015 to 2020). In exploring the possible implementation of BTR in Johannesburg, the 
study was limited to the next 5 years, from 2020 to 2025. 
 
1.4.3 Spatial Scope  
 
This study focused on the greater Johannesburg Metropolitan Municipality. As the commercial 
centre and most populous city in South Africa, Johannesburg  was the focus of this study.  
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The extent of the study  was the municipal boundary of the Greater Metropolitan Municipality 
of Johannesburg as defined by the South African government by its statistical office, covering 
an area of 1 645 km2 Johannesburg. For the purposes of this study, this included the central 
business district, suburbs and various other urban centres throughout the city. The study was, 
however not limited to the central business district alone. A map of the study area is presented 
in Figure 1, below. 
 
 
Figure 1: Map of Johannesburg Metropolitan Municipality 
Source: Author  (2020) 
 
The City of Johannesburg Local Municipality is situated in Gauteng province. Also known as 
Jozi,  Joburg, or Egoli, it is the largest city in South Africa, and the provincial capital of 
Gauteng, the wealthiest province in South Africa (StatsSA, 2011). The city is the provincial 
capital of Gauteng province in South Africa. Johannesburg ranks first in terms of population 
with more that 4.4 million people calling it home.  
 
The city has seen high levels of migration as households seek employment opportunities. Built 
on the mining boom of the late 19th century and early 20th century, the city has evolved to offer 
mostly financial and services sectors as a major drivers of the local economy in addition to the 
traditional mining enterprises.  
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Despite this, Johannesburg still sees a high number of unemployed persons at 25% of the 
population and high crime rate. Johannesburg is a complex African city which thrives on the 
very contradictions which seem to plague it.  
 
Home to some of the richest and poorest citizens of South Africa, Johannesburg is a fast-paced, 
business hub where many innovations are conceived and implemented. This made it the ideal 
testing ground for the launch of an innovative product such as BTR. 
1.5  RESEARCH PROBLEM 
 
This study explored whether the solution to the housing shortages in Johannesburg could be 
found in a product that yields higher than average returns over the long term, incentivising 
private investors to cross-subsidize costs and offers an affordable long-term rental product 
bundled with high-end ones within the same space or precinct. Such a product would cater to 
the lower middle-income earners, middle-income earners and upper middle-income earners, 
all of whom often do not qualify for subsidies available to the poorest in the city and do not 
earn enough to fund the costs of purchasing a property. Those in the “missing middle” are often 
forced to compete for housing with residents who rightfully should be accessing the available 
relief mechanisms. Although gainfully employed, they often reside in the Johannesburg CBD 
and surrounding older neighbourhoods, commuting long distances across the city to their 
places of employment simply because there is no product designed specifically for their needs. 
The central question of this study was whether a local iteration of BTR could be a solution to 
this unique and particular aspect of the housing problem in the city of Johannesburg. 
 
1.5.1  Background to the Problem 
 
Various countries including South Africa have answered the clarion call for provision of 
sustainable housing captured in SDG 11.1. The translation of this goal towards housing all of 
the urban dwellers is translated into action points via policy lever 3 of the Integrated Urban 
Development Framework (IUDF), CoGTA (2016) which sets out steps towards attainment of 
integrated sustainable human settlements.  
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In keeping with these policy directives, at a local level, the City of Johannesburg adopted the 
Inner City Housing Implementation Plan (ICHIP) in 2017 and the Inclusionary Housing 
Regulations and Mechanisms Policy of May 2019, CoJ (2017) (CoJ, 2019).  
 
 
A key focus for the former mayor of Johannesburg, Herman Mashaba, was the high levels of 
migration into the city and the subsequent housing shortage that this created. The focus, for 
past city administrators has been on the provision of affordable housing in order to resolve 
issues of hijacked buildings in central Johannesburg and numerous informal settlements 
throughout the city (Marketplace Africa, 2017).  
 
It is pertinent and critical for the illegal and informal housing solutions which the city’s 
residents’ resort to, to be replaced with well-built quality affordable homes. However, it has 
become clear that the government alone cannot meet the increasing demand for affordable 
housing within the city. Past shortcomings of various city strategies are evidence of this. What 
has evolved is an exclusionary system that has seen those who are often gainfully employed, 
but within the lower middle-income sector contending for the same residential space that would 
be more suited for lower-income earners. Whilst tackling the problem as it affects the city’s 
poorest residents, the middle income earners have been, to an extent, forgotten. Where rental 
housing is concerned, the city of Johannesburg offers social housing through private, non-profit 
developers – regulated by the national Department of Human Settlements through the Social 
Housing Regulatory Authority (SHRA) - and directly through the Johannesburg Social 
Housing Company (JOSHCO) whose projects are mostly around the Johannesburg city centre 
or CBD. Social housing caters for persons who earn too much to qualify for free, state-funded 
housing (BNG, formally RDP housing), but are unable to afford housing that is available on 
the open market.  
 
However, persons who qualify for social housing must earn between R3 500 and R7 000 per 
month. The next category of housing, termed “Affordable Housing” caters for those people 
earning between R3 500 and R14 000 per month. These are homes for sale on the open market, 
mostly built by private developers who have, over the past 15 years been the cause of a different 
kind of stigma around the products that they deliver (Mosselson, 2019). The affordability and 
accessibility of these homes is also questionable, as 21% of inner city households earn between 
R3 500 and R7500 per month and 49% earn less than R3 200 per month (Mosselson, 
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2019). The figures speak to how underwhelming an impact Affordable Housing has inevitably 
had on the housing shortage in Johannesburg. In addition to this, the South African government 
enacted the National Housing Code in 2009 which paved the way for subsidies to first time 
homeowners. The Finance Linked Individual Subsidy Programme (FLISP) is a government 
subsidy that aids first time homeowners based on a pre-qualification calculation.  
Applicants must earn between R3 501 and R22 000 per month in order to qualify. The problem 
lies in the fact that, on average the city’s residents are under severe financial pressure due to 
macroeconomic factors and most often of their applications for home loans are rejected by 
lending institutions. In addition to this, only 40% of approved loan applications are for a 100% 
mortgage bond. Juxtaposing this with the amounts payable as a subsidy shows how even the 
subsidy is ineffective; as there are no decent homes for sale on the market within most 
household’s affordability. The required loan deposits and property transfer/registration fees are 
the following; 
 
• An income of between R3 501 and R3 700 qualifies for a FLISP subsidy of up to R121 626 
• R7 101 and R7 300 qualifies for a FLISP subsidy of up to R102 893 
• R21 801 and R22 000 qualifies for a FLISP subsidy of up to R27 960 
Source: www.privateproperty.co.za 
 
Couple the above with the fact that the majority of people in the city of Johannesburg are either 
unemployed or take home between R19 601 and R38 200 per month, it becomes clear why 
even the FLISP subsidy has not had the expected impact.  
 
Taking the aforementioned challenges and the fact that most middle income earners aspire to 
live in a home of better quality than what the market and government currently have to offer, 
there is a need to extend the involvement of various stakeholders in the city’s housing strategy 
and provide greater incentives to private funders and developers in order to meet the growing 
demand for decent, affordable housing. Doing so would not only aid efforts to meet the high 
demand for housing but would also deliver a higher quality product that would de-stigmatise 





Private developers, however, cite the low margins in the building of affordable housing as a 
hinderance (Marketplace Africa, 2017). Whilst the average city dweller would welcome some 
kind of housing subsidy in order to cushion them and make the products on the market more 
accessible to them. In both cases, the problem is one of sustainability.  
 
Efforts by private developers are always profit-driven, and mandates for mixed use 
development are not well received and have proven to be a stumbling block for major 
developments such as the failed “New York of Africa” project in Modderfontein, Johannesburg 
which saw the Chinese developer withdraw from the project due to objections from 
Johannesburg’s planners. These were based on a failure to include affordable housing in the 
proposed development, amongst other reasons (Ballard and Harrison, 2020).  
 
During Mayor Herman Mashaba’s tenure, the city of Johannesburg  adopted a policy of mixed 
use developments as a solution to the housing problem. Central to this was an invitation from 
the mayor for private proposals for inner city redevelopment projects to deal simultaneously 
with the challenges of hijacked buildings and the lack of affordable, quality housing to cater to 
the city’s urban poor. However, this strategy did not yield significant results due to the 
aforementioned need for private developers to make a worthwhile return on their investments.  
 
1.5.2  Problem Statement 
 
The provision of affordable housing remains one of the greatest threats to sustainability in the 
city of Johannesburg. This is despite the many efforts to provide BNG, SHRA- regulated 
private social housing and JOSHCO, government funded rental housing, as well as other open-
market products which have seen the city’s middle-income earners left out. These earn too 
much to qualify for facilities such as BNG homes, SHRA units and FLISP subsidies, but do 
not earn enough to afford the minimum deposits which property finance institutions are 
demanding, and the hefty property transfer and registration costs involved. There is a 
congruence between the following: 
Ø A saturated retail and commercial market (which will see institutional investors such 
as pension funds in search of new long-term property assets other than the now 
ubiquitous shopping malls and office parks); 
Ø the paradigm shift amongst millennials, from the need to own, to contentment with 
ready access to major assets as seen with the uber revolution in car ownership;  
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Ø The demand for well-managed, quality housing fuelled by the high rate of urban 
migration.   
 
The viability of a client-centred, professionally designed, professionally managed, 
institutionally owned, long-term rental housing product which takes advantage of and alleviates 
the needs of both the institutional investors and middle income home-seekers, has not been 
studied and documented well, particularly in the city of Johannesburg. This work, therefore, 
seeks to fill this gap in knowledge by exploring the viability of the Build to Rent housing model 
as an alternative middle-income housing strategy for Johannesburg. 
 
1.5.3  Main Research Question 
 
Is BTR viable as a long-term rental housing product which takes advantage of and alleviates 
the needs of both the institutional investors and middle income home-seekers in the city of 
Johannesburg? 
 
Sub- research questions: 
 
• What are the policy and regulatory frameworks for BTR development if any? 
• What are the procedures and stakeholders’ roles in BTR construction and management in 
the City of Johannesburg? 
• What are the levels of investments and demand for BTR in the City of Johannesburg?  
• What is the possibility of developing a framework for a BTR strategy for Johannesburg? 
 
1.5.4  Aim  
 
To investigate the viability of a client-centred, professionally designed, professionally 
managed, institutionally owned, long-term rental housing product which takes advantage of 







 Research objectives:  
 
I. To investigate the policy and legislative frameworks within which BTR could be 
operationalised in South Africa. 
II. To develop an initial hypothetical financial feasibility model of a Build-to-Rent housing 
development for Johannesburg. 
III. To gather inputs from key informants on BTR for the Johannesburg housing market. 
IV. To propose an initial framework for the development of BTR for the Johannesburg 
housing market. 
    
1.6 RESEARCH METHODOLOGY 
 
This study employed a mixed methods approach in order to meet each of the four objectives. 
A literature review drew upon journal publications, books, government policy documents, 
online journals and articles established the existing legislative and policy environment within 
which BTR could operate. Thereafter, Microsoft Excel, quantitative and financial modelling 
tools were used to build a hypothetical feasibility model of BTR for Johannesburg. In order to 
gather inputs from key informants who were housing practitioners within the city of 
Johannesburg, an online questionnaire survey was administered. All results were then 
transcribed, summarized and analysed to inform the proposed framework for operationalising 
BTR in Johannesburg. Qualitative techniques were then deployed to make recommendations 
and draw conclusions based on all of the aforementioned outputs. 
 
1.7 STRUCTURE OF THE DISSERTATION  
 
 
This dissertation is organized into seven chapters. Chapter 1 presents the background to the 
research question whilst setting the scene for the study and the research problem, aims of the 
study and its objectives. Chapter 2 presents the conceptual and theoretical framework whilst 
also providing definitions of key concepts relating to BTR. 
 
Chapter 3 is a literature review which explores the existing policy and regulatory framework 
within which BTR could operate.  
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This chapter addresses Objective 1 of this study by presenting the state of housing policies and 
legislation that govern the construction and operation of a BTR housing product in 
Johannesburg. Chapter 4 then details the research approach and tools that are employed to 
address the other three objectives of the study as well as mapping out how data outputs are 
collected, analysed and presented.  
 
Chapters 5 and 6 are presentations of the findings relating to Objectives 2 and 3 respectively 
with discussions of the findings also presented. Finally, Chapter 7 presents a summary of the 
results of the study before proposing a framework for the operationalisation of BTR in 
Johannesburg. The chapter concludes with recommendations and final remarks which tie all of 
the research outcomes and discussions together. Figure 2 below is a summary of the structure 






Figure 2: A Summary of the Dissertation Structure  
Source: Author (2020) 
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In line with the chapter structure set out above, all headings and sub-headings follow the 
sequence set out above in order to maintain a logical flow to the discussion and to tie key 
concepts together. 
1.8 CHAPTER CONCLUSION  
 
This chapter started off by presenting a background to the housing backlog in Johannesburg. 
Thereafter, a justification of the research question was put forward followed by presentation of 
the main research question. Having established the main research question and objectives, this 
chapter then presented the format within which the methodology, findings and discussion of 




































CHAPTER 2: CONCEPTUAL AND THEORETICAL FRAMEWORKS 
 
2.1 INTRODUCTION  
 
Central to the need for housing in urban centres within South Africa, is the commensurate 
responsibility to provide adequate housing to all South African citizens and permanent 
residents as enshrined in Sections 25, 26 and 28 of the Bill of Rights (SA Govt, 1996). The 
South African constitution states that no one may be illegally restricted or dispossessed of their 
property or be evicted from a place of residence without a court order. Over and above this, 
children are also granted the right to shelter. 
 
A great burden is placed upon the state to ensure the mobilisation of all available resources in 
protection of these rights. The right to adequate housing was upheld in a court of law in the 
ground-breaking legal case of Grootboom versus the Republic of South Africa. The outcome 
of this court case became a watershed point in the history of housing in South Africa, as it 
became the first instance where a government was held to account on its mandate to provide 
adequate housing to its citizens. The ruling in favour of the Wallacedene community of 
informal settlers showed that ordinary citizens can confront the national government when 
faced with eviction. It showcased the right to housing for all citizens and required a sense of 
urgency from government in providing houses to vulnerable communities especially in 
emergency and unsafe conditions (Yacoob, 2017). 
 
This mandate is expressed in the South African context as various housing policies that have 
an effect on the housing sector ranging from the national to the local levels. Clapham (2018) 
fittingly defines housing policy as those actions taken by a government in order to achieve the 
set housing objectives. Furthermore, Clapham (2018) demonstrates the inseparability of theory 
from the shaping of housing policy and how such theory need not stem from solely academic 
endeavours but is equally valid if informed by innovation in practice, as is attempted in this 
study. It is therefore logical that the definition of “adequate housing” as envisioned in the South 
African constitution be explored before identifying those housing policies that may impact on 




2.2 URBAN HOUSING IN THE GLOBAL SOUTH 
 
This study is premised upon a gap that was observed in the housing market of Johannesburg. 
It also builds upon the King, et al. (2017) working paper on housing in the global south, albeit 
strictly within the South African context, and with a localized focus on Johannesburg. 
 
Approximately 330 million households need housing, globally (King et al., 2017).  
Furthermore, at least one third of urban dwellers in the global south live in informal settlements 
with no access to sanitation, running water, electricity and other basic services. Unfortunately, 
past strategies to address informal settlements have required the forced relocation of 
households to sites that are often poorly located, far from economic opportunities and 
financially non-viable due to the increased costs of travel to where residents can earn a living. 
Globally there has been a trend towards in-situ informal settlement upgrades, as this is a more 
sustainable and viable solution for the targeted beneficiaries, (Huchzermeyer, 2009). 
 
The same is true in South Africa as many of the households and individuals end up settling 
where they can due to the shortage of well-located, adequate affordable housing. An interesting 
trend observed in the global south is the reduction in the percentage of informal settlements 
compared to other housing types whilst the total number of informal settlement dwellers has 
increased during the period from 1990 to 2014 (King et al., 2017). Figure 3 below illustrates 
the reduction in the proportions of slum populations from 46.2% in 1990 to 29.7% in 2014, 






Figure 3: Absolute Increase in Urban Slum Population Versus the Decline in the Proportion 
of Slum Populations  
Source: King et al. (2017) 
 
What these divergent statistics demonstrate is the high rate of migration into urban areas in the 
global south, as well as the adequate provision of housing in the higher income brackets. The 
low income sector, as well as those in the middle income sector that do not meet the 
requirements of lending institutions to qualify for mortgages have therefore been left out. As 
seen in South Africa, the state is left to then provide RDP houses to the poorest in the cities. 
This is because private developers tend towards the higher income properties, where profit 
margins are far more substantial. 
 
King et al. (2017) point to the three main gaps and solutions in the current urban housing 
strategies adopted in the global south which resonate with the status quo in Johannesburg. 
These are: an increase in under-serviced, substandard housing which is also insecure and 
detached from livelihood options; inappropriate land policies and regulations which side-line 
the poor and relegate them to peripheral sites (such as was effected by the apartheid-era, 
segregationist planning approach) and an excessive focus on home ownership which leads to 





For each of these, King et al. (2017) propose the adoption of participatory in situ informal 
settlement upgrades, the use of inner-city land for affordable housing, and a drive to increase 
rental housing especially in the affordable market. This has been done to an extent, in the form 
of social housing in Johannesburg (Tissington, 2011). However, this study investigates the 
introduction of a long-term rental housing solution for the middle income market, where many 
face barriers to home ownership including high property transfer costs and poor personal credit 
history which disqualifies them with lending institutions. 
2.3 A DEFINITION OF HOUSING FOR SOUTH AFRICA 
 
Turner and Fichter (1972) explored the meaning of housing as a noun and as a verb. Housing 
as a verb can be taken to mean the acts of a government as it moves to provide shelter to its 
citizens as opposed to housing as a noun which refers to the physical structures and the 
technical processes that enable their delivery.  
 
Although speaking mostly to the failure of low-income housing approaches in their seminal 
work, Turner and Fichter (1972) also pointed to a critical failure in traditional housing 
approaches. This was through the manner that institutions excluded and thereafter imposed 
housing solutions on the poor, but which proved ineffective once delivered, as they were 
altogether divorced from the actual needs of the intended beneficiaries. A product such as BTR, 
although not driven by the people on the ground as envisioned by Turner and Fichter (1972), 
is a response to a gap in the market identified by industry practitioners. 
 
We can take from this, then, that any definition of housing must be well-articulated to include 
other ancillary services that ensure that the physical structures meet the needs of the intended 
beneficiaries. For example, Rust and Rubenstein (1996) state that housing performs, directly 
and indirectly, a role in the social, economic and financial wellbeing of urban dwellers. The 
roles are expressed through a sense of community, privacy, shelter from the elements, safety, 
cultural diversity, access to education, infrastructural services, social services, health centres, 






Stemming from the 1976 Vancouver Declaration on Human Settlements – an outcome of 
Habitat I -The UN (1976) definition of housing is therefore the most fitting for application in 
a discussion of BTR as a housing strategy; “Housing is a residential environment, 
neighbourhood, micro-district or physical structure that mankind uses for shelter and its 
surrounding environment that includes services, equipment, facilities and devices needed for 
the physical health and the social wellbeing of the family or individual, ” (habitat.scarp.ubc.ca). 
Habitat I was the first United Nations conference on human settlements, held in Vancouver. 
 
2.3.1 Rental Housing in South Africa 
 
Todes and Robinson (2020) allude to the seemingly callous role of private developers in urban 
housing. They state as well, the apparent financialization of human settlements development 
with housing treated as an asset class wherein private funds flow more towards low-density, 
high-value houses and only make their way to affordable housing where there are government 
subsidies. However, the treatment of housing as an asset class need not be perceived as negative 
at all, as that very premise is what differentiates and makes the business case for BTR as an 
alternative approach to housing. Todes and Robinson (2020) also concede, that it is the type of 
innovation that shapes regulation and legislation towards more progressive approaches. 
 
Simbanegavi et al. (2019) make a compelling argument for the increased profitability of rental 
housing, where green technology is leveraged to  realize such benefits as enhanced financial 
feasibility, higher property values, lower tenant turnover, tax incentives and lower operation 
costs. Some of these will be demonstrated in the results section of the study, as the high capital 
layout will always  realize a cost benefit, especially where the strategy is one of a long-term 
asset play as opposed to fast offtakes as seen in traditional development models. 
 
With specific reference to the City of Johannesburg’s Corridors of Freedom precincts, Todes 
and Robinson (2020) note how this is one instance where private developers and municipal 
officials seem to have found success at achieving sustainable development of well-located 
housing. However, little innovation has so far been displayed on the part of private developers, 
and rental homes are small and overpriced for their intended market. Migozzi (2020) also 
demonstrated a similar phenomenon in the city of Cape Town and the effects this had in terms 





Feather’s (2018) study of hybrid tenure systems found that the limiting of tenure systems to 
either rental or home ownership necessarily bars the acceptance of hybrid and alternative tenure 
systems. The same is true where the South African housing system is concerned. Although 
quite dissimilar to the  rahn mortgages used in Iran or the grawee system used in Afghanistan, 
BTR is one such alternative approach to tenure. Both these systems either require a single 
deposit for lower or no rent, and variations exist of this arrangement. However, BTR can be 
thought of as a more secure rental product that is based on a long-term lease, professional 
management, and a single institutional owner who is motivated to keep tenants rather than lose 
them. 
 
The current approach to rental housing in South Africa was initially shaped  by the Rental 
Housing Act 50 of 1999. This came into effect on the 1st of August 2000 and was meant to 
regulate the relationship between landlords and tenants. The act provides for dispute resolution 
via the Rental Housing Tribunal. The act was criticized for its shortcomings where enforcement 
was concerned, which were subsequently addressed by the Rental Housing Amendment Act 
35 of 2014 (Bapela and Stoop, 2016). Among some of the provisions of the amendment were: 
The requirement for all local municipalities to set up Rental Housing Information Offices; to 
place responsibility upon government to promote rental housing; set out the rights and 
obligations of tenants and landlords more coherently; requires leases to be in writing; set out 
an appeal process; extend the authority of Rental Housing Tribunals; set norms and standards 
and Extend offices. The rights of both landlords and tenants are protected under this legislation 
which addresses much of the abuse and impropriety that was observed prior to the 
promulgation of these laws. 
 
However, the current system of Rental Tribunals has been criticised due to its disjointed nature, 
as duplication occurs because of the operation of the various tribunals in isolation  (Baboolal-
Frank, 2018). Instead, a unified tribunal system is proposed as it would foster skills 
development, efficiency and effectiveness , with any litigation of a unified tribunal system only 






Also, notable and relevant for a proposed BTR product is the Estate Agency Affairs Board 
(EAAB). The EAAB sets the standards and ensures compliance of professional estate agents 
who would administer lease agreements and bank accounts where deposits and rentals are held 
in trust (eaab.org.za). This formalisation and regulation of estate agencies is critical to ensuring 
that large-scale rental operations such BTR are efficiently and professionally run, with 
accountability and legal recourse available for both landlords and tenants. The most critical 
legislation informing the EAAB’s mandate is the Property Practitioner Act No. 22 of 2019. 
The Act sets out the code of conduct for property practitioners, requirements for fidelity funds, 
the election of the EAAB board as well as transformation objectives for EAAB. 
 
A key affordable  rental product that characterises the South African housing market is Social 
Housing. This is perhaps, the closest product to BTR which currently exists on the South 
African market. Social Housing is co-operative or rental housing for households that earn 
between R1 501 R15 000 per month. Similar to BTR, social housing is managed by an 
institution (westerncape.gov.za). Construction and operation of social housing projects and 
developments is administered by the Social Housing Regulatory Authority (SHRA) with 
projects often enjoying grants and subsidies from the government. To be eligible for social 
housing, one must be a South African citizen or permanent resident, older than 18 years, 
married or living with a partner, have dependents, and earn between R1 501 and R15 000 per 
month. Unfortunately, most social housing estates have become infamous for poor living 
conditions, insecurity, attracting criminals and poor management and maintenance. BTR would 
be a more professional and extremely efficient long term rental alternative backed not by 
government subsidies, but by private financial institutions. 
 
Other key legislations that have an impact on rental housing products in South Africa include: 
The Prevention of Illegal Eviction (PIE)  and Unlawful Occupation of Land Act of 1998; The 
National Norms and Standards for the Construction of Stand Alone Residential Dwellings 
Financed through National Housing Programmes (April 2007); The National Housing code of 
2000 as revised in 2009 and  the Social Housing Act 16 of 2008 (Madyibi and Shima, 2017).  
 
As has been demonstrated, South Africa is one of the pace-setters in terms of progressive 
legislation and policies, with many countries taking lessons from her example.  
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However, it has often been the case that the elaborate policies and complex legislation become 
a barrier to innovation in the housing sector. This study hopes to evaluate, as part of its 
outcomes, to what extent, if any, this is the case where a pilot BTR project is concerned. 
2.4 JOHANNESBURG CITY PROFILE 
 
Johannesburg has the largest population of 4 434 827 (StatsSA 2011 census) compared to the 
other three largest metropolitan cities in South Africa. Johannesburg is the largest and 
wealthiest city in South Africa and is the provincial capital of Gauteng province, which 
similarly is the most populous province in the country (StatsSA, 2011). According to Statistics 
South Africa (StatsSA) (2011), 40.2% of the cities’ residents own or are currently paying 
mortgages on their homes. This in the context of 81.4% of the homes in the city of 
Johannesburg being formalised housing structures. This points to significant gaps which are 




Figure 4: Percentage of Rented Properties Within the City of Johannesburg 
Source: StatsSA (2011) 
 
The combination a predominance of rented versus owned homes, together with mostly middle-
income earners within as well as the dominance of a working population at 72.7% (StatsSA, 
2011) of the city’s population further adds to the attractiveness of Johannesburg as a test case 
for a BTR strategy within South Africa.  
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Johannesburg has often been the starting point of many innovations in housing such as green 
technologies and alternative construction methods due to the openness of the city’s residents 
to new ideas and products. Given time and resource restrictions of this study, Johannesburg 
was therefore an ideal case study for this exploration of BTR as a housing product. 
 
2.5 STAKEHOLDERS WITHIN THE RENTAL HOUSING SECTOR OF 
JOHANNESBURG 
 
The White paper on Housing of 1994 (Government Gazette No. 16178) identifies the following 
broad  categories of stakeholders in the provision of affordable housing, which can be applied 
to both rental and titled ownership housing; end users and service providers, (DoH, 1994). 
 
As the White Paper places a focus on people-centred development, the term end users also 
include Community-Based Organizations (CBO’s) and Non-Governmental Organizations 
(NGO’s). Examples of these include the Development Action Group (DAG), Built 
Environment Action Group (BESG), PLANACT and SERI. In terms of service providers, chief 
amongst these, is the South African Government and its various housing agencies as lending 
institutions, private developers and construction companies. 
 
In developing countries such as South Africa, the role of government as a source of housing 
finance is one that evolved out of the necessity to address the gaps in provision of affordable, 
low-cost, basic and emergency housing for the urban poor and the vulnerable. Table 1 below 
is a summary of the roles played by the three spheres of government, namely; national, 
provincial and local government offices. The role of national government is that of formulating 
policy that informs sustainable approaches to housing provision, whilst assisting provinces to 
build capacity for housing delivery and also providing funding and subsidies for low-cost and 
free-issue RDP housing (joburg.org.za). Provincial human settlements offices carry the 
mandate forward by co-ordinating all human settlements efforts, formulating provincial 
policies and strategies and offering support to local municipalities. A key function of local 
municipalities is the identification of suitably-located land for affordable housing development, 




Table 1: Key Functions, Roles and Responsibilities of the 3 Spheres of Government  
Source: www.joburg.org.za 
 
The expanded list of government agencies involved in human settlements development 
includes the National Housing Finance corporation (NHFC), National Homebuilders’ 
Registration Council (NHBRC), Housing Development Agency (HAD), Social Housing 
Regulatory Authority (SHRA), National Urban Reconstruction Agency (NURCHA) and the 
Rural Housing Loan Fund (RHLF). In terms of relevance to urban housing and specifically 





The NHBRC’s vision is to ensure that home builders deliver sustainable quality homes, and it 
does this by regulating the housing sector, offering protection for housing consumers, 
capacitating home builders and promoting innovative technology and compliance approaches 
(www.nhbrc.org). The NHBRC was established as a regulatory body in accordance with the 
provisions of the Housing Consumers Protection Measures Act, 1998 (Act No 95 of 1998).  
 
No housing structures may be constructed in Johannesburg without the prior enrolment of the 
contractor and the municipal-approved buildings as well. As such, for a product such as BTR 
which depends upon Green Technology (GreenTech) and Property Management Technology 
(PropTech), buy-in from both the local municipalities and the NHBRC is critical to the 
successful rollout of BTR housing developments. 
2.6 THE ROLE OF FINANCIAL INSTITUTIONS IN THE JOHANNESBURG 
HOUSING SECTOR 
 
Institutional sources of housing finance are considered as the second tier of housing in 
developing countries. These include private banks, building societies and loan associations, all 
of whom provide mortgages and other forms of funding for end users to purchase homes. In 
the context of this study, however, it is proposed that financial institutions be reimagined and 
repositioned in the housing value chain to play the role of funders of a different asset class. 
This will be quite separate from end-user finance and fields the role of “landlord” in a long-
term housing product. Detail on this proposed role is unpacked under Section 2.18 which sets 
out the role of impact funding in the housing sector. 
2.7 BUILD-TO-RENT HOUSING 
 
BTR is an emerging new asset class for the institutional investor and an alternative housing 
product offering long-term residential rentals across the affordability spectrum. BTR is 
characterised by multiple styles of homes from apartments to townhouses and urban homes 
that are purposely built with hard-wearing, low maintenance materials. This includes Property 
Management Technology (PropTech), Green Building Technology (GreenTech) and Financial 
Management Technology (FinTech) for efficient and cost effective, sustainable operation in 
the 10 to 20 year tenanting phase. These have been successfully funded due to the economies 
of scale and bargaining power of the large financial institutions that fund the projects.  
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BTR is built upon prioritising the customer experience for the end user. It  maximizes the 
economies of scale to provide public facilities and social amenities within  residential districts 
that were previously reserved for higher-end private residential estates. It thereby enhances the 
quality of life of economically  marginalized individuals. The mix of residents from varying 
income categories de-risks the investment for the single institutional owner whilst providing 
opportunities for real social integration. For the city of Johannesburg, the dual challenges of 
successfully executing missed use development whilst providing affordable housing may be 
addressed if the city embraces BTR as a housing product. Private developers who have often 
shied away from affordable housing projects due to the extremely low profit margins and high 
risks, can bundle housing projects for lower middle-income, middle-income and upper middle-
income earners together with high end apartments in development of 1000 to 5000 units. This 
allows the city and other players to focus on the lowest income earners and removes these 
middle-income earners from spaces where they currently are contending for low-income 
housing with those who need it the most. The focus on low income housing and the manner in 
which housing subsidies have been conceived has thus far left the middle-income market 
segment out in the cold. If a product can be conceived which allows private institutional 
investors to fund viable mixed-use developments, progress can be made towards  realizing the 
vision of former mayor, Herman Mashaba to, “turn the city into a construction site,” with 
housing projects. 
 
2.8 DEFINING BUILD-TO-RENT (BTR) 
 
BTR is a product based on a growing appetite by private institutional investors to benefit both 
from the capital appreciation of the homes built and the cashflow income generated through 
long-term rentals. Investors would cash in on the capital appreciation at the end of the 
investment term which is usually after 10 to 20 years. However, practices in the United States 
and the United Kingdom indicate that many institutions may choose to remain invested beyond 
the 20-year horizon (Nethercote, 2019). A key feature of BTR is the larger scale of the private 
residential developments which generate economies of scale that allow developers and investor 




2.9 CHARACTERISTICS  OF BTR 
 
The customer experience is at the heart of BTR as a product. BTR is designed and undertaken 
as a community-building exercise rather than the traditional approach of designing the housing 
structures based on a project budget and the costs of construction (Donati, 2018). The following 
are the key characteristics which differentiate BTR housing from other products available in 
most markets; 
 
a. Strict Site selection – The ideal location for the BTR product will always be in an area 
that is already connected to existing transport routes and business centres. The location 
has to be one that would otherwise be unaffordable to commuters due to its proximity 
to existing central business districts.  
b. Data- Driven Sizing of the Developments - There should be sufficient employment 
and traffic in the area to sustain the high volume rentals required for BTR. A BTR 
scheme requires a minimum of 200 units in order to be viable. An ideal number for a 
pilot project is 250 units. In order to deliver all the value-added services which, make 
BTR attractive to clients, a scheme should be comprised of more than 500 units. 
c. A mix of Ideal Typologies – A BTR housing scheme should provide a well-researched 
mix of studio, one-bedroom, two-bedroom and three-bedroom apartments, as well as 
townhouses and free-standing homes. This is key to attracting residents from various 
income categories and demographic categories. 
d. Additional Back-of-House Spaces – BTR also offers residents options such as rental 
of on-site storage facilities, additional lock-up garages and even office space for 
entrepreneurs. 
e. Built in a Single Phase – Construction of BTR housing schemes is done all at once in 
order to allow the developer to complete the execution of the design and present a 
complete precinct in line with modern placemaking, landscaping and urban design 
approaches. BTR has a faster market absorption rate than traditional open-market sales 
as residents feel they are signing up for access to an entirely new lifestyle and 
neighbourhood, not just their single apartment. 
f. Blended Housing Styles – Another key feature of BTR is that it requires not only the 
inclusion of multiple typologies of homes but varying architectural styles and 
construction methods. This not only affords potential residents a choice of style that 
appeals to them, but a variety of pricing options even within for a single typology.  
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BTR is ideal for the use of alternative building methods such as timber and 
prefabricated concrete technologies. 
g. Well-Researched Finished and Specifications – The use of hard-wearing but modern 
designs in the internal fit-out of BTR is critical. Materials must be specified which will 
withstand long-term use without creating unnecessary maintenance and repair work 
during the operational phase. BTR requires a careful balance of operational pragmatism 
and modern, attractive interior design. 
h. Free Amenities – One of the biggest attractions which ensures quick market absorption 
is the provision of free amenities such as fibre internet, gyms, tennis courts, parks, local 
shops, day-care centres and community centres. These must always be carefully 
considered based on location and target market. If done successfully, these will be 
significant value additions to the target market, attracting residents to BTR homes and 
retaining them for between 5 to 15 years. 
2.10 INVESTMENT APPROACHES OF BTR 
 
Figure 5  below maps the rationale and subsequent outcomes of the current trend of an 




Figure 5: Summary of Motivators for Investment in BTR Based on Market Observations 




According to the UNDP (2018), residential funds comprise 18-25% of the listed property 
sector; USA at 18%; Netherlands at 38%; Germany at 32% in mature markets.  
In South Africa, property represents only 3% of listed funds on the Johannesburg Stock 
Exchange. This therefore confirms the potential for increased investment in housing. 
2.11 KEY ROLES IN A BTR STRATEGY 
 
BTR is still in its infancy as a property sub-sector. However, key roles required for a successful 
BTR strategy can be extrapolated from the successes of a country such as the United Kingdom, 
where BTR and the development of Private Rental Stock (PRS) have become a critical part of 
the government’s affordable housing strategy. These roles can be broadly categorised and 
aligned with the pillars listed by the United Nations (UNDP, 2018) below; 
• Enablers: This includes various levels of government whose task is to create an 
enabling environment for viable development impact funding. Whilst some barriers still 
exist in South Africa,  the country is considered one of the most progressive in terms 
of legislation, especially where construction, banking and housing are concerned. 
• Impact Investors: There are a growing number of pension funds that are answering 
the call to ethical, socially responsible investing in South Africa. 
• Intermediaries / Professionalism: This refers to skilled professionals who have the 
specialized knowledge to connect impact investors to investees and navigate the 
complex process of achieving comparative to superior returns whilst achieving the 
social and environmental targets set out. 
Figure 6 below is generated from United Kingdom, where BTR currently enjoys the largest 
market share. The list below is not exhaustive but is indicative of the level of investment where 











UK Companies Market cap ($m) Price ($) 
Legal & General Group 20,236 3.4 
British Land 6,415 6.8 
M&G Real Estate 4,138 – 
Grainger 1,849 3.0 
Invesco Real Estate 1,530 39.2 
Telford Homes 296 3.9 
Greystar 1,059 3.4 
Figure 6: Capital Investment in the UK BTR Market 
Source: www.edison.com 
 
2.12 THEORETICAL FRAMEWORK 
 
It is difficult to identify or formulate a theory about housing as housing is a product of various 
other theories and practices at work in the urban environment. These include economics, 
sociology, public health and planning. As such it is often only possible to postulate a theory 
about housing as opposed to formulating a theory of housing (Ruonavaara, 2018).  
 
Approaches that were considered in light of this were those that bear a keen focus on 
stakeholder engagement through the planning process, as would be required for the successful 
roll-out of any BTR housing strategy. These theories are; transitions management, design 
thinking and collaborative planning. Having considered these, collaborative planning seemed 
the most appropriate theoretical approach due to its focus on representativeness and power 
(Raynor et al., 2017). Whilst scholars such as Linnenluecke et al. (2017) identify key groupings 
of planning approaches and tools such as predictive, visionary, adaptive and transformational 
approaches; the chosen theoretical framework for this study was based upon Healey (1998) 
who suggested that where placemaking is a priority for city planners, vertical and horizontal 
interactions are necessary. Engagements must be promoted and fostered which allow all who 





As per Healey’s (1997) earlier work, there must be a recognition of the fact that there is, 
inherent in every urban environment, of which Johannesburg is not an exception, a level of 
conflict or tension.  
This is expressed in the city of Johannesburg through the previously-mentioned, contradictions 
in agenda between the private sector and the government. Here one agenda is driven by profit 
and the other by developmental goals that seek to undo the spatial segregation caused by 
apartheid-era planning. It therefore makes sense that the principles of Collaborative planning, 
inform the approach taken in this study in terms of discussion of the relevance of BTR in 
Johannesburg. 
 
The larger question therefore is whether the existing housing market, policy and legislation in 
Johannesburg provide an open platform to such a private-sector driven housing solution 
possibly re-shaping housing policy and strategy, which is in line with the principles of 
collaborative planning. The details of the collaborative planning principles and their 







Figure 7: A Theoretical Framework for Exploring Build to Rent as a Private Developer-Driven 
Housing Strategy.  
Source: Author (2020) based on Healey (1998). 
 
The housing sector in South Africa is highly regulated, with much of the strategic direction 
provided by various government policies and programmes. The suitability and success of a 
BTR strategy relies either on the current policy environment being amenable to the adoption 
of BTR with few hurdles in terms of municipal applications and compliance with legislation 
or the openness of government to strategic inputs from private developers. 
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2.13 CHAPTER CONCLUSION  
 
This chapter started off with a brief discussion of housing in the global south, followed by a 
profile of housing in South Africa. The scene was then set with a brief discussion of the rental 
housing status quo in South Africa. A  profile of the city of Johannesburg was then presented 
before definitions were attempted for housing in the South African context. Definitions of BTR 
and related concepts were then put forward  before collaborative planning was discussed as the 













This chapter outlines international experiences from the lens of developed, transitional and 
developing economies. Case studies are then presented to better illustrate how the concept of 
Build to Rent is operationalised globally. This is then followed by a focus on the local status 
quo of housing and housing approaches that are similar to BTR within the South African 
context. Importantly, this then forms the backdrop for a literature study of the existing 
legislation and policies that are shaping housing in Johannesburg and in South Africa at large. 
This policy framework speaks to the object 1 of this study which seeks to establish the existing 
regulatory and policy environment within which BTR can be deployed. 
3.2 INTERNATIONAL EXPERIENCES 
 
The section below will outline the presence of and approaches to BTR in developed, 
transitional and developing countries. As this is an emerging global practice, case studies are 
few and far between. However, a few have been selected which serve as examples of what a 
BTR product could and should look and perform like. 
 
The popularity of BTR in pioneering countries such as the United Kingdom (UK), was 
interesting because it faces similar challenges to  the ones in South Africa. The demand for 
affordable housing in cities has far outstripped the supply with other barriers to ownership such 
as high mortgage rates and the requirement for large initial deposits further limiting access to 
home ownership for middle and low-income households (Alakeson, 2013). The UK 
government, in setting up its 1 billion pound Build to Rent Fund, sought to increase the supply 
of secured, affordable rental housing whilst fostering the creation of a new housing product 
that meets the market need without the barriers of home loans. This was against the backdrop 
of expensive traditional rental housing and the ubiquitous, “Rent to Buy” model which attracts 
opportunistic and arbitrary landlords who often take advantage of would-be homeowners. This 




3.2.1 Developed Countries 
 
In the United States of America(USA), BTR has now been in operation for at least 20 years. It 
is also referred to as Multi-Family Homes in that country. As a well-established asset class in 
the USA, BTR constitutes an estimated 25% of all institutional property investment which is 
worth $2 trillion in total (Altus Group, 2018). This positive uptake of investment into BTR has 
also spread to Europe, where BTR now constitutes 14% of investment into real estate. Australia 
and New Zealand are also seeing a rapid increase in investment into BTR which has become a 
topical subject in all real estate and urban housing discourses.  
 
Examples of BTR in the Developed world include a development named Avilla Heritage, 
which is located in Grand Prairie, Texas in the USA. The homes are developed by specialist 
property developers, NexMetro. All homes in the estate are detached and range in typology 
from 1, 2 and 3 bedroom units (constructutopia.com). Pictured in Figure 8 below, Avilla 
Heritage’s main selling point is the offer of a suburban, quiet lifestyle for families, without the 
costs of mortgage finance or property maintenance. 
 
 




The United Kingdom (UK), however has seen the fastest growth in the BTR sector with 
investment nearing the 50 billion pound mark. (www.altusgroup.com, 2019). As of October 
2018, there were 131 855 BTR homes completed or in the process of construction in the UK. 
A further 64 320 homes were in the pipeline, awaiting planning approval (Donati, 2018).  BTR, 
started off as an initiative by private developers in the UK and grew to be accepted as a social 
and affordable housing approach adopted by the British Ministry of Housing, Communities 
and Local Government, whose website now provides various guidelines and toolkits to assist 
BTR developers( www.gov.uk ).  
 
Furthermore, the UK has seen BTR developed not only as an affordable and middle income 
housing product, but also as a luxury housing product which appeals to wealthy individuals 
and families. In London, private developers are identifying sites for redevelopment in the city, 
where greenfield sites are non-existent and land prices are some of the highest in the world. 
For example, the Park Lofts development in Albany Street, is comprised of 12 designer 
apartments built on the site of a former butchery. The most appealing, higher-end BTR 
developments, however, are often in the form of fully furnished and fully serviced apartments, 
often with 24-hour gyms and restaurants. Once such development includes the loft apartments 
at 55 Victoria Street which can be rented for 625 British pounds per week 
(www.homesandproperty.co.uk). Such amounts are far beyond what the average Londoner can 
afford, but there is a ready market of celebrities, sports personalities and wealthy individuals 
who are proving that the concept can indeed work. This is especially true where these high-end 
homes are integrated with more affordable units to cross-subsidize construction and operational 






Figure 9: Furnished BTR Apartments at 55 Victoria in London, UK. 
Source: www.homesandproperty.co.uk 
 
BTR has thus become a key feature of the housing development landscape in the United 
Kingdom and Australia as well. This marked interest is driven by the millennial paradigm shift 
away from seeking ownership to seeking access. This same paradigm shift is responsible for 
success of innovations such as Uber which have proven that car ownership need not be the only 
way to have unrestricted access to the use of a motor vehicle. This study was premised on the 
assumption that Johannesburg may be on the cusp of a similar paradigm shift due to the 
growing demand for access to housing. 
 
3.2.2 Transitional Countries 
 
The building and operation of BTR homes in their strictest form seems to be currently limited 
to countries in the developed world. In transitional countries, what can be observed are 
iterations of BTR that have been customised to suit local conditions and challenges. 
 




One significant example of BTR is a residential development by Vanke, one of the country’s 
largest private property developers. The site of the development was previously a village, of 
47 500 square metres. The land where the village is located was owned by the residents who 
moved elsewhere due to the rapid urbanisation of Hong Kong (Sun, 2020). Figure 10 below 
shows what the village looked like prior to the construction of the BTR residential area. 
 
 
Figure 10: Village Outside Hong Kong Prior to BTR Development 
Source: Sun, (2020) 
 
Providing 901 studio apartments, the BTR development by Vanke was touted as being between 
20% and 30% cheaper than similar properties in the area. The project was meant to house 
workers who often fail to find affordable accommodation in the city centres where prices and 
demand are high. Figure 11 below shows the Vanke development after the country’s very first 





Figure 11: BTR Development Located on the Former Site of a Village 
Source: Sun, (2020). 
 
This case illustrates how BTR residential developments can serve to regenerate the built 
environment whilst also providing easily affordable, long-term rental housing. 
 
Still within the transitional economies, a growing interest in BTR housing can also be observed 
in Central and Eastern European countries. Fitting the basic definition of BTR, purpose-built, 
professionally managed, rental housing schemes are becoming popular in most major cities in 
these regions. These homes, similar to the ones in the UK, also feature high-end fittings and 
finishes and have successfully attracted interest from institutional investors, thanks to specialist 
private developers such as JLL Poland, one of the major developers in that country (JLL 





Figure 12: High-end BTR Apartment in Warsaw, Poland 
Source: JLL Properties Poland, (2019)  
 
Figure 12 above is an interior photograph of a typical, high-end BTR apartment in Warsaw. 
Similar to some of the products in the UK, this segment of BTR caters to high income earners 





Figure 13: Proposed BTR Project in Warsaw, Poland 
Source: www.propertyEU.info 
 
Figure 13 above is a new project which has been bought into by Swedish funders and 
developers, Heimstaden, who will now use the previous owners of the project and its 
originators, Eiffage, as the main contractors to undertake construction of the housing 
development (www.propertyEU.info). Eiffage is a French property development company who 
identified the opportunities and burgeoning market in Warsaw. The interest shown by 
companies from several European countries is testament to the fact that, where BTR is 
mainstreamed and accepted by the market, investors and developers will be willing to drive 
and invest in it. 
 
3.2.3 Developing Countries  
 
By its definition as presented in this study, BTR in the developing world seems to be non-
existent. Although various rental models exist with many alternative funding and operational 
structures, such the rent-to-buy models, none seem to meet the criteria of “a privately-
developed, professionally-managed, purpose-built, long-term rental housing product owned by 
a single institutional entity.” Very little academic research on BTR seems to have been carried 
out, especially within the African continent or South Africa specifically.  
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What do exist are guidelines and policies that seek to highlight the significance of renting, and 
the critical role it plays in providing affordable, good quality, sustainable housing. Such studies 
include the work of Gilbert (2008) which points out the amenability to localization that rental 
housing presents, the many forms it can take but most importantly, debunks many myths which 
a lot of governments have used to justify their neglect of rental housing as a sector. 
 
The limited amount of research and documentation available is written from the perspective of 
BTR as a financial asset class and the financialisaton of the housing provision model. In the 
UK, BTR is known for providing inner-city housing for the affluent, high-income earners. 
However, this study focussed on BTR as targeted towards lower middle, middle income and 
upper middle-income residents in the city of Johannesburg. There is also currently no literature 
or research on BTR in Africa, as the asset class is only now taking root in developed countries. 
More research should emerge within the next five to ten years, as BTR grows in popularity and 
becomes common practice first in pioneering African countries such as South Africa and the 
rest of Africa. 
 
3.3 LOCAL EXPERIENCES OF BUILD TO RENT HOUSING – SOUTH AFRICA 
 
Although aspects of BTR are prevalent in the ubiquitous hotel apartment concept, BTR is not 
yet established as a residential development model and asset class which specifically targets 
the middle-income market in South Africa. 
 
South Africa is, however well poised to adopt BTR as an alternative private sector-funded 
housing strategy. This is due to the availability of fibre and 5G infrastructure and the well-
established PropTech, GreenTech and FinTech industries. It is also due to the willingness of 
the South African market to accept alternative housing approaches as proved by the market 
absorption of various lifestyle-branded housing models such as those offered by Balwin 







3.3.1 Impact Funding in South Africa  
 
Yet another motivator for the potential viability of the BTR model in Johannesburg is the pre-
existence, in South Africa of institutional funders whose mandate it is to not only make a return 
on investment, but to also have a measurable impact on the sustainability goals on a national, 
city and local level. These institutional funds are referred to as impact funds.  
 
Thanks to innovation by a coalition of investors and philanthropists circa 2006, the global 
financial services sector was introduced to impact investing. Thus began what many perceive 
to be the most significant paradigm shift of our times where sustainability and development 
funding are concerned. Impact Investing is a crystallisation of the principle of the triple bottom 
line approach to sustainability. Variations of this include corporate Social Responsibility and 
Environmental, Social and Governance (ESG) reporting which has become an integral part of 
many large financial institutions’ performance and audit reporting processes.  
 
The requirement to attain positive financial returns on investments and the addressing of issues 
on the socio-economic / environmental sustainability agenda are no longer mutually exclusive. 
Globally, nearly US$23 trillion is now committed towards responsible investing (Global 
Impact Investing Network {GIIN}, 2019). Prominent investment managers such as Bain 
Capital, BlackRock, Goldman Sachs, JP Morgan Chase and others have added impact products 
to their portfolios. In its annual Impact Investor Survey, the GIIN found that 76% of impact 
funds performed in line with non-impact portfolios. This dispels the long-held myth that impact 
funding necessarily leads to lower returns. In addition, 15% of impact funds outperformed non-
impact portfolios. Over and above this, the GIIN found that 82% of impact funds successfully 
attained the social impacts that they targeted, while only 3% failed to do so. 
 
Whilst impact funding can range from small business, community schemes, agriculture, 
technology and manufacturing, in South Africa, the greatest challenges and opportunities lie 
within the affordable housing and quality education sectors. 
 
In terms of education and SME development, South Africa has seen progress in the maturing 
of its impact investment landscape. Key to note are the recently launched Outcome Based 
Financing mechanism and Green Outcomes Funds.  
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Within the housing sector, the key players that have emerged are Eskom’s Pension and 
Provident Fund (EPPF) who partnered with International Housing Solutions (IHS) in 2014 on 
a project to build 20 000 affordable homes across South Africa for households with an income 
of between R3 500 and R18 000. The Housing Impact Fund of South Africa, managed by Old 
Mutual Alternative Investments is another significant player. This won the South African 
Housing Foundation’s (SAHF) Housing Project of the Year Award in 2014 for its Karino 
Lifestyle Estate in Nelspruit, Mpumalanga. The same residential estate won a gold medal in 
the Laureus Awards for the most social impact. Designed and built by Similan Properties, the 
homes were intended to be affordable, with no stigma attached. Figure 14 below is an image 
of Summer Rain Estate, which is part of the Karino development as mentioned. This 
development includes 176 homes owned by a single housing fund with rentals ranging from 
R3500 to R6500 per month for 1, 2 and 3 bedroom apartments. 
 
 
Figure 14: Karino / Summer Rain Housing Estate, Nelspruit South Africa 
Source: Used with Permission from Similan Consult Pty Ltd 
 
The same fund also constructed an estate with 325 rental apartments that are also kept under 
the ownership of the same rental housing fund. This estate, named Urbika, is located in 
Boksburg, Gauteng and also comprises a second phase where 249 townhouses and detached 
homes are planned for construction and sale to the open market. As of November 2020, Urbika 
Estate had achieved green building credentials that qualified it for NetZero status.  
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True to its name, a combination of the words Urban and Afrika, Urbika is loaded with property 
technology and green technology that ensure maximum returns for investors with minimum 
impact on the environment. Figure 15 below shows images of Urbika Estate, on the  East Rand. 
 
 
Figure 15: Urbika Estate, 325 Institutionally-Owned Rental Homes 
Source: Used with Permission from Similan Consult Pty Ltd 
 
To-date, Old Mutual manages in excess of R11.2 billion across a range of impact funds. There 
is a ready market for a superior rental product that is expertly designed, executed and managed. 
South Africa is thus following the global trend of the increasing need for ethical, social and 
environmental accountability from all stakeholders within the investment management sector. 
 
3.4 HISTORY AND STATUS QUO OF HOUSING IN SOUTH AFRICA 
 
The failure to provide adequate housing in South Africa is commonly attributed to the 
corruption, lack of capacity and the institutional failures experienced under the governing 
African National Congress (ANC)’s tenure as the ruling political party.  
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However, Aigbavboa (2016) asserts that, despite this common view, the challenges associated 
with the adequate housing provision can be attributed to the Native Land’s Act of 1913. This 
law restricted access to land ownership for blacks South Africans to only 13%. As access to 
land is directly linked to access to housing. Aigbavhoa (2016) presents a compelling argument 
which attributes the enormous challenge of the housing backlog this law and its effects which 
were reinforced under the apartheid government up until 1994. 
 
Between 1992 and 1994, a critical milestone in the history of human settlements in South 
Africa was the Botshabelo Accord which was a result of the engagements between the private 
sector, the state and shelter seekers. These discussions took place under the National Housing 
Forum (NHF) (Tissington, 2011). The housing discourse circa 1994 was focussed on shaping 
the nature of housing rights and policy vehicles to govern housing delivery in South Africa. 
The NHF culminated in the 1994 White Paper on Housing which set out the policy and 
institutional framework for housing. This outlined the rights and responsibilities of 
communities, the private sector as well as government in housing provision for South Africa 
(DoH, 1994). The White Paper represented the first instance where planning for human 
settlements was attempted for all South Africans on an equal footing, a significant departure 
from the segregationist policies of apartheid-era planning. Even then, it was acknowledged that 
work had to be done to attract funding and investment from the private sector in order to meet 
the demand for housing. Since then, it seems that government has taken more upon itself to be 
an actor in the actual provision of housing instead of the creator of an enabling environment 
for developers. In the 1994 White Paper, much of the same red tape and complex application 
processes which hinder housing development today were identified as challenges that needed 
to be addressed. This makes one doubt whether any progress has been made at all since then, 
given how often these same hurdles are cited by private developers as hindrances to innovation 
in the sector. 
 
The next major milestone was the espousing of adequate housing as a basic human right in the 
Constitution of South Africa. Section 26 of the Bill of Rights requires enshrines the right of 
every South African citizen and permanent resident to adequate housing and places 
responsibility for the delivery of this upon the South African government (SA Govt, 1996). 
The Housing Act of 1997 solidified the policy principles which were put forward for the  
development of an integrated housing approach in the 1994 White Paper.  
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Section 2(1) of the Act required all spheres of government to prioritise the housing needs of 
the poor, whilst Section 2(1)(e) encouraged the integration of all races, income and social 
groups as a way to address the legacy of the apartheid-era approaches (Tissington, 2011). In 
2000, the National Housing Code, in line with Section 4 of the Housing Act of 1997, set out 
the roles and responsibilities of national, provincial, and local government. The role of national 
government’s was to formulate housing policy, the national housing code and maintain the 
national housing database. The role of provincial government was to operate in line with the 
policy set out at national level, ensure that an enabling environment is created for housing 
delivery, and to allocate housing subsidies to municipalities. Local government was to then act 
within these boundaries and provisions to ensure that the right to adequate housing is upheld 
through housing projects, allocation of homes, infrastructure provision and the identification 
of suitable land for housing projects (Tissington, 2011). It is clear from this structure that local 
municipalities carried the bulk of the responsibility in terms of tangible action where housing 
delivery is concerned. 
 
Other significant milestones in South Africa’s housing history include the promulgation of the 
Prevention of Illegal Eviction (PIE) Act of 1998 which is a  realization of the provisions of 
Section 26(3) of the Constitution. The PIE Act of 1998 prevents the illegal eviction of 
occupants from both private and public land and requires the issuing of a court order prior to 
any such evictions. The PIE Act was famously tested when the well-referenced precedent of 
the Grootboom eviction case was set following a court ruling that saw the protection of the 
right to adequate housing  realized.  
 
Other relevant legislation includes the Land Reform (Labour Tenants) Act of 1996, the Interim 
Protection of Informal Land Rights Act 31 if 1996 and the Extension of Security of Tenure Act 
62  of 1997 which protects farmland dwellers (Tissington, 2011).  
 
This history of legislation and policies governing access to adequate housing leads up to the 
Rental Housing Act of 1999, perhaps the most relevant piece of legislation whose provisions 
will have the most impact on a proposed BTR product for the South African market. The Rental 
Housing Act, amongst other issues, protects tenants against unfair practices by landlords and 
sets the framework for the establishment of rental housing tribunals for the adjudication of 
rental disputes (Tissington, 2011). The Rental Housing Amendment Act of 2007 further made 
it illegal to disconnect services from tenants.  
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Further, landlords could not seize any property belonging to tenants, while their rights to 
prompt payment were similarly protected and were made enforceable through a court order or 
notice from a rental tribunal. The Rental Housing Bill of 2010 was promulgated in response to 
discoveries indicating that some provinces were lagging behind in the establishment of rental 
housing tribunals and Rental Housing Information Offices at local municipality level. 
 
The above paints a picture of the current rental housing environment within which a BTR 
product must operate in South Africa, save for the addition of the Social Housing Regulatory 
Authority (SHRA). The establishment of SHRA was made possible through the Social Housing 
Act 16 of 2008 which sought to define sustainable social housing within the context of national, 
provincial and local government housing operations. SHRA is the regulator of all social 
housing schemes whose operations are reliant on public funds (Tissington, 2011). For this 
reason, SHRA may not be entirely applicable to the proposed BTR product as it is purposely 
privately funded with no financial support from the government. 
  
In addressing the problem of housing affordability, a report by the World Economic Forum 
(WEF) (2019), lists 5 challenges, 4 of which are supply-side challenges with a single, fifth 
demand-side challenge. These are; 
 
1. Supply-side: Land acquisition and titling. 
2. Supply-side: Land use. 
3. Supply-side: Securing finance. 
4. Supply side: Design and construction. 
5. Demand-side: Limited, outdated forms of tenure 
 
BTR as an emerging asset class and housing product speaks to two of the five challenges 
identified above. In terms of securing finance, as per challenge number 3 above, institutional 
investors have historically favoured real estate investments where they can collect “market-
rate” returns and have shunned investment into affordable and middle-income residential 
developments. With the saturation of the retail, corporate, industrial and to some extent, the 
infrastructure landscape in countries such as the United States, these same investors have now 
turned to BTR as a relatively secure long-term investment. Here, the demographic variety and 
availability of tenants serves to de-risk what is already a stable, inflation-hedged investment 
due to the annual rental escalations applicable and the long-term leases that end users sign.  
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It is therefore worth exploring the viability of BTR as a strategy, given that the trajectory of 
private sector institutional funding is also headed for a similar ceiling. This is demonstrated by 
the slump in the construction of retail centres and corporate office structures in South Africa. 
 
BTR is also a potential solution to the demand-side challenge of the binary nature of tenure 
which historically offers either ownership or rental. BTR stands as one of the alternatives that 
will be necessary to bring about access to affordable housing in the city of the future. Other 
innovations that come as a result of BTR include shared ownership and shared equity 
ownership. Because there is a single institutional owner in BTR, there is a security of tenure 
which allows tenants to sign leases for 5 to 15 year periods. Although owners may dispose of 
the residential stock, this is usually not done within the first 10 years, and the homes are sold 
as tenanted, going concerns which should have no impact on the end user. In Africa and South 
Africa, however, BTR is not yet well established. Even in the western countries, where BTR 
now enjoys a 20-year history, the practice is far more prevalent than the amount of research 
and documentation demonstrates. The nature of 21st century innovation requires businesses 
and, indeed cities, to “innovate on the edge”, often venturing into areas of study and practice 
that are not well documented, but critical to the agility that sustainability demands. BTR, for 
these reasons, is a model of residential development that should be investigated and considered 
as an avenue of sustainable housing provision in South Africa, and specifically in the city of 
Johannesburg. 
3.5 BTR AND SUSTAINABILITY – TOWARDS SUSTAINABLE HOUSING 
 
Sustainable housing in global discussions, has come to be synonymous with green building and 
green building technologies. This is because efficiently utilising natural resources and reducing 
the environmental impact of houses addresses that aspect of sustainability which juxtaposes 
the current operational needs of homes against their long-term impact. Green technology 
utilised in this sense includes greywater recycling, the use of LED lighting to reduce electrical 
demand and the incorporation of renewable energy sources such as solar and wind-generated 
electricity. Ironically, global warming has emerged as a major motivator and driver towards 
housing sustainability. Sustainable homes feature reduced environmental impact during the 
construction phase and lower operating costs over the buildings’ lifespan, contributing to many 




For example, a study conducted on 18 affordable housing developments in the United States 
by Trachtenberg et. al (2016) found that, on average families living in green affordable homes 
spent 12% less of their income on energy and saw a 15% drop in total operations and 
maintenance costs compared to non-green developments. These savings can be  maximized 
even further in a BTR environment through the use of the Excellence in Design for Greater 
Efficiencies (EDGE) certification tool, a free cloud-based tool developed by the International 
Finance Corporation (IFC). EDGE certification has gained momentum is South Africa with 
more than 30 000 homes enrolled since its introduction in 2014. EDGE certification assists 
developers and homeowners to achieve a minimum 20% savings in electrical consumption and 
water usage (IFC, 2019). These savings are shared between the end user and the owner in a 
BTR environment, thus aiding the affordability aspect of residential developments whilst 
increasing the yield for the BTR investor over time. 
 
Initially, technology required from the greening of residential projects was expensive, and these 
costs were prohibitive to their widespread adoption. However, over the past ten years, the 
continued innovation and competition in the provision of green technologies and construction 
materials has seen these prices become more accessible to greater numbers of private 
developers (GenieBelt, 2017). The definition of sustainable housing must, however, move 
away from the historical focus on the environmental and economic aspects of sustainability, to 
include social equity and cultural vibrance aspects. Most historical perspectives see housing as 
a commodity and not a human right as informed by practices in the United States and other 
western countries (Turcotte, 2007). Nevertheless, the new definition of sustainable housing 
must incorporate not only the multidimensional approach brought to the fore by the Brundtland 
Report which introduced the social equity aspect of sustainability, but the affordability aspect 
of housing as detailed in the targets of SDG 11.1. 
3.6 POLICY AND LEGISLATIVE FRAMEWORKS FOR THE 
OPERATIONALISATION OF BUILD-TO-RENT  
. 
The following is by no means an exhaustive list of all regulations, legislation and policies 
affecting BTR as a long-term rental product for Johannesburg. Rather it is an introductory 
compendium of the key legislation and policies, based on the literature review and industry 
knowledge, which would have a direct impact on BTR as a novel housing product.  
54 
 
Much more detail and other laws and policies can be identified in a more exhaustive study, 
especially at the point of actual implementation of a BTR strategy.  
 
3.6.1 The Department of Human Settlements and the Housing Act of 1997 
 
The rental housing sector in Johannesburg, within which a BTR product would be launched, is 
governed by various legislation which has an impact on the conceptualization, development 
and operations of all rental housing products (dha.gov.za). Through a comparison, of the BTR 
model  against other existing housing products, BTR can most closely be compared to Social 
Housing and Student Housing. The similarities with Social Housing lie in the fact that both are 
long-term rental products that are developed and operated by specialist developers and property 
managers. The level of customer service and centralised provision, operation and maintenance 
of facilities necessary for a wholesome city-living experience is where the similarities with 
Student Housing lie. 
 
On a national level, a BTR would require buy-in from the Department of Human Settlements 
(DHS) whose mandate is derived from Section 3 of the Housing Act, 1997 (Act 107 of 1997). 
The DHS is obligated to consult provincial and local municipalities to ensure a sustainable 
national housing development process. The mainstreaming of novel concepts such as BTR for 
Johannesburg would therefore lie squarely within the DHS’s ambit.  
 
Details of other methods by which the DHS ought to fulfil its mandate include: Setting of 
national policies, norms and standards; Housing delivery goals; Performance monitoring on a 
provincial level. Importantly, this too includes the responsibility to promote consultation of 
various role-players within the housing delivery chain. This would include innovative private 
developers and private, institutional funders, who play a critical role in the delivery of a 
successful BTR product. 
 
A successful BTR product for Johannesburg would therefore need to be presented to and 
endorsed by the national Department of Human Settlements so that provincial and local 
municipalities would be open to facilitating the roll out of this new, innovative approach to 
housing provision. Municipal support would be most needed especially where buy-back 
agreements for excess solar electricity are concerned and in the approval of building plans 
where GreenTech and PropTech are incorporated. 
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3.6.2 The Sectional Titles Schemes Management Act 
 
Although BTR is developed as a long-term asset which the single institutional owner would 
only dispose of after a period of 10 to 15 years, it is critical that this exit from the investment 
is well-planned.  
 
It is often the case that the single institutional owner of a BTR product would sell the rental 
homes to another institutional owner or developer. However, given the nature of the South 
African market, it would be prudent to sell the rental homes to individual owners on the open 
market. It is also equally important to enable the sale of the units to multiple institutional 
owners, should that be what the market demands. In order to do this, each rental home must be 
sectionalised through the establishment of a sectional title scheme. This is a legal process which 
also involves the input of a land surveyor, professional property manager and property valuer 
who then draft the sectional scheme and determine the participation quota for each of the rental 
units. These participation quotas become the basis for the determination of levy contributions, 
where the multiple homes end up in the ownership of various individuals or indeed various 
institutional entities. 
 
This process is governed by the Sectional Titles Schemes Management Act of 2011 (Act 8 of 
2011). The act enables the setting up of body corporate organizations to govern the affairs of 
common property areas within a sectional title scheme and the establishment of advisory 
councils and products (dha.gov.za). Linked to this would be the Community Schemes Ombud 
Services Act of 2011 (Act 9 of 2011) which makes provision for an independent body to 
mediate and resolve disputes regarding the administration of finances in a community scheme. 
At the point of exit, all compliances with this act would have to be in place as a reassurance to 
buyers. This compliance is also a legal requirement for all sectional title schemes. 
 
A BTR product for Johannesburg would therefore be one that is sectionalised and compliant 
with the Sectional Title Schemes Act. In doing so, the pilot BTR product for Johannesburg 
becomes more attractive to investors by offering multiple exit alternatives for the financial 
institutions when the investment term comes to an end. Additionally, residents will be attracted 




Lastly, sectionalising the BTR units would also allow funding from two or more private 
institutions and give the option for developers and operators to have an equity share in the 
launch of the BTR product. All this would serve to de-risk the investment and make for a more 
attractive investment and disinvestment proposition. 
 
3.6.3 The Estate Agency Affairs Act  and the EAAB 
 
The Estate Agency Affairs Act of 1976 (Act 112 of 1976) establishes the Estate Agents Fidelity 
Fund which is relevant to the collection and administration of all rental payments and deposits. 
The act also sets out the duties of estate agents including processes for rental collection and 
sound accounting practices. Most importantly, this act necessities the establishment of the 
Estate Agency Affairs Board (EAAB),  (dha.gov.za). 
 
The EAAB will be critical as to how the BTR product will be designed as operated. The 
developer and operator of a BTR product for Johannesburg would have to be conversant with 
and qualified in terms of the requirements for estate agents and their experienced principals. 
At the heart of it, BTR is a rental product and would therefore be governed by the existing 
structures and legislations as captured in the EAAB’s mandate. 
The mandate of the EAAB is to: Regulate and promote a professional standard of conduct by 
estate agents in protection of the public interest; issue fidelity fund certificates where applicants 
qualify; set the standard and curriculum of training for estate agents; investigate complaints 
lodged against registered estate agents and; overall management of the fidelity fund. 
 
The EAAB then becomes critical, as there is a need for specialized training with a key focus 
on hospitality, green technology, property technology and long term client retention. These are 
key elements which the estate agents who will be letting and managing the BTR homes will 
require. For the pilot project, such specialized training may not be necessary, however, it can 
be expected that BTR will become well established as a housing product. Therefore, 
engagement with the EAAB will be necessary in order to adapt current training to meet the 






3.6.4 The Rental Housing Act 
 
The Rental Housing Act of 1997 (Act 107 of 1997) has to do with the sustainable provision of 
rental housing and outlines the role of government across all spheres, national, provincial and 
local. The amendment of 1999 (Act 50 of 1999) introduced housing tribunals which serve to 
make determinations in disputes and whose rulings carry the same weight as an order of the 
magistrate’s court (dha.gov.za). 
 
This legislation and its amendments were developed in response to rampant unlawful evictions 
and seizures of household goods which many landlords resorted to where tenants failed to pay 
their rent. A further amendment in 2007 (Act 43 of 2007) expands the rulings of the housing 
tribunals in terms of applicability to other clauses in lease agreements.  
 
Compliance with this Act will be central to sound rental management practices and the 
protection of the tenants’ rights within the BTR housing schemes. Many of the basic 
requirements for decent and safe housing are met and exceeded as a consequence of BTR being 
client-focused and the emphasis on curating each customer experience. It is in the BTR 
operators’ interest to ensure that tenants have no reason to leave once they sign a lease, as client 
retention is an absolute for a successful BTR product. 
 
3.6.5 The City of Johannesburg’s Inclusionary Housing Policy 
 
The City of Johannesburg’s housing efforts are guided by the city’s inclusionary housing  
policy. This was developed in order to address the segregated spatial character of the city, the 
isolated placement of human settlements and in order to reduce the affordable housing backlog 
(CoJ, 2019). 
 
Where housing is planned in an area identified by the city for inclusionary housing, developers 
are required to comply with the requirements to apportion 30% of the residential development 
for affordable housing (CoJ, 2019). However, the requirements can be negotiated with the city 
based on a project-by-project basis. The threat to BTR raised by setting such quotas is that 
where 30% of the rental units are specified as affordable housing, the profit margins are 




The city has, however also identified some counter measures designed to protect project 
feasibility for private developers. These measures include: Avoiding a blanket application of 
the policy to all sites across the city region; Recognition of land values as an indicator of 
suitability of affordable housing and; the openness to negotiation based on each proposal, as 
mentioned.  
 
Private developers usually work against tight deadlines, therefore  it is best for this policy to 
be made a key consideration during site selection, as negotiations with the city may take longer 
than the development program may allow. The path of least resistance would therefore be to 
identify only sites that do not form part of the identified Inclusionary Housing scheme. 
 
3.6.6 The Johannesburg Spatial Development Framework 
 
The City of Johannesburg’s Spatial Development Framework (SDF) addresses the challenge 
of spatial inequality, resultant from the apartheid era segregationist planning approaches. The 
SDF targets five major issues in seeking redress for this spatial inequality (CoJ, 2019). These 
are; 
 
1. Damage to the natural environment 
2. Urban sprawl and fragmentation 
3. Mismatch of housing demand to supply 
4. Spatial exclusion and disconnection 
5. Wasteful residential densities 
 
Importantly, the SDF also identifies opportunities within the city by targeting locations that 
have the highest potential for effecting significant positive impact as a whole. The premise of 
the SDF is a polycentric pattern of spatial development. Both of these aspects tie well into the 
BTR approach, as it targets areas with existing or potential places of employment to allow 
walking distance from places of residence to places of employment. The green aspect of BTR 
together with the provision of varying typologies of rental homes also lends itself to high 
impact in terms of social integration across middle and higher income brackets. 
 
The SDF also has a focus on empirical measurement of various spatial and urban phenomena.  
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Thus, the integration of smart property management and green technology which BTR 
proposes may be one way to build reportability into the city from the ground up. Where 
relationships with the city authorities are maintained well, private developers will be open to 
sharing such data as clean energy generated, household usage statistics for water and waste 
services and so on. The BTR operational model is one where such critical data is collected and 
analysed by the operators in any case and can be shared with city authorities to contribute to 
monitoring and evaluation reports. 
 
Lastly, as a counter to urban sprawl, the SDF proposes compact cities that are well integrated 
to transport networks, transport nodes and socio-economic services. It is out of this policy that 
the efforts such the city’s Corridors of Freedom emanate. BTR is most suitable and well aligned 
with the SDF as it lends itself to urban redevelopment and inner city sites as well. A more 
detailed and site-specific exercise ought to be conducted to ensure maximum alignment with 
the SDF for any BTR development in Johannesburg.  
 
3.7 CHAPTER CONCLUSION 
 
This chapter has scanned literature to demonstrate that even internationally, BTR is adopted 
and tailored differently, to suite different locations. Most importantly, objective 1 of this study 
has been fulfilled through an exploration of the history of housing in South Africa as well as 
the various laws and policies that govern housing development and rental operations in 
Johannesburg and in South Africa.  
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CHAPTER 4 : RESEARCH METHODOLOGY  
 
4.1 INTRODUCTION  
 
This study involved a hybrid approach utilizing both primary and secondary data, and 
quantitative and qualitative data gathering and evaluation techniques. As the research 
objectives sought to establish the presence and relevance of BTR worlds 1, 2, and 3 ( everyday 
life, science and meta-science), as defined by Mouton (2016), a mixture of techniques was 
appropriately selected which were best suited to yield the required outputs for each research 
question. The research design elaborated in the next section indicates the choice and 
assignment of the various techniques. 
 
4.2 RESEARCH DESIGN 
 
This case study consisted of a phenomenological exploration of BTR which made use of both 
qualitative techniques and quantitative techniques in order to answer the four research 
questions. The selection of sampling and analysis techniques is summarized in the table below, 
indicating the use of qualitative techniques for the development and analysis of the financial 
feasibility and qualitative techniques for the policy review, survey and framework formulation 
portions of the work. 
 
4.3 RESEARCH APPROACH 
 
The research approach was both qualitative and quantitate as is required by each of the research 
objectives. In order to scan the South African landscape for BTR or similar prevailing theories, 
the study undertook a state-of-the-art literature review as described by Mouton (2016). This  
included journals, seminar transcripts, government publications, private sector reports, and 
other academic sources. The output from this was a summarized overview of the presence, or 




The central question of this study was premised upon incentivising the participation of private 
sector institutional investment into middle-income housing. In order to posit BTR as a plausible 
alternative housing solution, the study firstly demonstrated the financial feasibility of BTR in 
the South African context. As such, a high level financial feasibility model was developed 
using market related rentals for comparable products and construction costs based on localized 
costs per square metre. The output of the feasibility study was a brief numerical business case 
either for or against a BTR product for Johannesburg. This study further sought to establish the 
level of interest in a localized form of BTR from decision-makers within the institutional 
finance sector of Johannesburg. To achieve this, a questionnaire survey was administered and 
thereafter qualitatively analysed to yield findings, interpretations and recommendations. 
 
Lastly, an integrative approach was used to review and coalesce all of the above findings. Gaps 
and existing structures were highlighted and presented in the form of a framework suggesting 
the necessary roles and processes required for the roll out of a BTR product in the city of 
Johannesburg. Areas of further study and investigation  were highlighted. 
4.4 OBJECTIVE 1 – DESKTOP STUDY OF EXISTING LEGISLATION AND 
POLICY RELATING TO BTR 
 
This objective was fulfilled in chapter 3, as part of the literature review. Most existing 
legislature and policies were identified and discussed in this previous chapter with potential 
influences of each policy and law being highlighted. A summary of findings and how these 
existing legal and policy structures affect BTR is contained in the results chapters of this 
dissertation. 
4.5 OBJECTIVE 2 – FINANCIAL FEASIBILITY MODEL DESIGN 
 
Based on applicable indices as to the date of publication, standard property development norms 
and standards, a Microsoft Excel Model was developed with all assumptions and hypothetical 
parameters clearly indicated to allow for monitoring of the limitations of the model. The 
purpose of the model was to assess, on a high-level, whether a BTR model would be profitable 
in the Johannesburg context. The outputs from this model were the Excel model itself and a 
commentary on the yield percentages, assumptions and other variables which affect the 




In  order to protect the proprietary data  (industry specific modelling methodologies),  the 
cashflow indicated   projections only to  November 2020, but the entire model was based on 
an exit investment period that terminates in 2031, in line with the current industry practices of 
holding the assets for a period of between 10 to 15 years prior to disposal. In this regard, the 
reliability and validity of the model was  high.  In an effort to enhance reliability, details of line 
item costs are indicated below to demonstrate the depth of detail included in the model.  
4.6 OBJECTIVE 3 - QUESTIONNAIRE DESIGN 
 
The questionnaire was targeted towards a selected pool of industry practitioners. It therefore 
contained industry specific jargon and references to common institutions and technical 
processes. The questionnaire sought to draw inputs from subject matter experts on other BTR 
gaps, challenges and opportunities in the South African context. The outputs of the 
questionnaire were a go/no-go vote and commentary on the appropriateness of the BTR model 
for the city of Johannesburg.  
 
Special care was taken to protect the identities of respondents due to the sensitive nature of the 
information and opinions gathered from respondents and how that may have placed them in a 
position where a conflict of interest arose with their current employers. The administering of 
the survey remotely via the Google Forms online platform also served to protect the health of 
participants by negating the need for personal interactions which would place the researcher 
and the respondents at risk of contracting or spreading the Covid-19 virus. 
 
The full questionnaire and consent to participate is presented as Annexure 1, at the end of this 
document. 
 
4.6.1 Choice of Survey Platform  
 
Google Forms is an open-source, cloud-based survey platform which Google Inc offers for free 
to all email account holders. Due to the limited budget available for this study, Google Forms 
was therefore selected as an appropriate platform for administering the survey. Other 
considerations made in this selection include accessibility of the survey from mobile phones, 




The platform also allows generation of charts which accurately depict the distribution of 
responses for each question. This is ideal for analysis and discussion of the findings. All 
responses are presented and discussed in the results chapter of this document.  
 
4.6.2 Questionnaire Design 
 
Appendix 2 and the images in Figures A3 to A5 are extracts of the questionnaire which was 
designed and administered via Google Forms. The rationale for the design of the questionnaire 
is given in each instance, together with the kind of output expected from each. A total of 22 
questions were drafted in order to ask respondents for additional inputs over and above their 
indication of whether or not they thought BTR would be a viable alternative housing approach 
in the city of Johannesburg. 
 
Of the 22 questions, 2 of these required respondents to indicate their selection on a linear scale, 
from 1 to 5. For example, question 1 served to indicate how knowledgeable respondents were 
in terms of BTR as a concept with a score of 1 indicating no knowledge at all and a score of 5, 
conversely indicating extensive knowledge of the concept. Question 5 was a follow-up to the 
previous one, intended to gauge the extent to which other rental products in had been successful 
in the South African context.  
 
4.6.3 SAMPLING DESIGN 
 
A cross-sectional, purposive sampling method was employed to elicit responses from various 
stakeholders in the housing sector who may have been considered subject matter experts due 
to their experience and exposure to the Johannesburg housing market. 
 
A minimum of 15 respondents was set as a target before the online survey would be closed and 
results collated for analysis. This target was met and exceeded as the study attracted 19 
responses.  
 
It was also critical that the selection of participants include various professions within the 
private and public sector in order to ensure that the results were representative of a broader 
local market opinion of BTR.  
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These individuals were approached via the online professional networking platform, LinkedIn. 
The researcher had built up a contact list of more than 3000 connections over a period of 4 
years as part of his professional networking endeavours. Of those 3000 connections 150 
contacts were approached, based on their credentials and experience specifically within the 
Johannesburg housing market.  
 
Discussion groups were set up with 50 people in each group. This is the maximum size that the 
LinkedIn site administrators allow for online group discussion groups at no additional cost. 
Strict measures and a script were drafted inviting members to participate in the survey. 
Appendix 3 and Figure A6 provide details of the script which formed the invitation to 
participate, as sent out to the LinkedIn contacts. 
 
 This communication approach was carefully designed to avoid the flagging of the discussions 
as spam or unsolicited targeted marketing. Additionally, group members had the option to leave 
the discussion groups immediately if they did not wish to participate, in addition to a clear 
disclaimer indicating that the communication sent was not intended as spam but was for 
academic purposes. A total of 8 of the group members opted to exit immediately and were not 
harassed or contacted any further. An additional 6 respondents exited the online group 
discussions after confirming that they had completed the survey. Communication was kept to 
a minimum after the initial message was sent. One group member punted her company’s 
services in one of the groups and was promptly removed, with an apology issued to the 
remaining members.  
4.7 OBJECTIVE 4 – FRAMEWORK FOR OPERATIONALISATION OF BTR 
 
Using the outcomes from Objectives 1 to 3 above, a proposed framework for the 
implementation of BTR in Johannesburg is presented with notes on any identified gaps for 
further exploration and key milestones in the successful mainstreaming of BTR as an emerging 
alternative housing asset class. 
 
The choice of format for the framework as an output was deliberately left until the results were 
examined and discussed. This was in order to allow the findings to determine the format and 
sequence within which the recommended approach was presented.  
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This decision was so that the findings could shape the outcome instead of the outcomes being 
shaped by a template or any pre-determined format. As BTR is a novel concept in the South 
African housing sector, such a departure from conventional expectations was necessary in 
order to present the findings in the most detailed and useful light possible. 
4.8 DATA TYPES 
 
The format of data collected varied for each of the objectives. This was a necessary 
consequence of the use of mixed research methods as discussed in precious sections. The 
multiple formats are summarized in Table 2 below. 
 
Research Objective Data Type 
Existing writings / 
discourse 
Secondary sources, academic journals, government policies, 
private sector reports, online news reports, past dissertations, 
books, online publications, seminar papers and workshop 
transcripts 
Feasibility Study Secondary Sources, ASAQS quantity surveying market rates, 
construction cost indices, desktop rental pricing surveys, Property 
Publications 
Questionnaire Survey Primary Sources, Hard and soft copy responses collected from the 
targeted respondents. 
Framework Secondary Sources, Results from all of the above 
Table 2: Summary of Data Types 










4.9 DATA COLLECTION TOOLS 
The following data collection techniques were used in this study. These are summarized and 
linked to data analysis techniques in the table shown in Table 3 below. 
1) Library searches 
2) Online library searches 
3) Textual analysis 
4) Formula-Driven Financial modelling in MS Excel 
5) Expert Opinions 
6) Google Forms 
7) Internet Searches 
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Table 3: Summary of Data Collection and Analysis Techniques 
Source: Author (2020) 
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4.11 VALIDITY, LIMITATIONS AND RELIABILITY OF RESEARCH OUTCOMES 
 
Mouton (2016) points out that potential sources of error include misinterpretation of writings, 
selective interpretation, poor organization and poor integration of the review. In terms of the 
validity and reliability of the outcomes of the literature study of the presence of BTR in current 
South African discourse, the study  therefore focused on writings published after 2016. It was 
limited to writings featuring the explicit mention of BTR and long-term rental products that 
bear close, if not absolute resemblance to BTR as defined in this study. 
 
Mouton (2016) again points to poor data quality, incorrect model specifications and 
implausibility of assumptions used as major sources of error in a numerical modelling study. 
To address this, the feasibility model was generated using industry accepted labour and 
material rates as published by the Association of South African Quantity Surveyors (ASAQS) 
and actual average market rentals based on a desktop study of property sites such as 
Property24.com and Privateproperty.co.za. A dynamic, formula-drive Microsoft Excel 
spreadsheet was used to ensure that projected revenues could not be manually adjusted. All 
figures and metrics were date stamped for later inflation adjustments for future testing of the 
model. Processing of the financial feasibility was passed through Argus which is an industry-
recognised financial modelling software trusted by all major banks and investment firms. 
Where the structured survey was concerned, sampling errors, questionnaire errors, high refusal 
rates, non-responses, interviewer effects, respondent bias and data capturing errors may all 
have affected the validity and reliability of the findings. To address this, careful consideration 
was given to the design of the questionnaire to ensure alignment with the research objectives. 
Various methods of administering the questionnaire were employed to increase the probability 
of responses. The questionnaire  also allowed capturing of any biases so that these could be 
noted and addressed during the processing of the data and drafting of the findings.  
 
4.12 RESEARCH ETHICS 
 
All ethical clearances were obtained from the University of Johannesburg and from 
interviewees and data sources in line with the University’s ethics policy. Signed Forms were 
part of the final dissertation submission. The rights, freedom of expression and identities of all 
respondents were respected and protected at all times.  
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Respondents’ permission was captured as part of the online questionnaire. No coercion or 
influence was exerted on survey respondents. All proprietary and confidential organizational 
intellectual property was used only with the written consent from each respondent. All software 





4.13 SUMMARY RESEARCH MATRIX 
 
The table below is a summary of the research design and methodology set out above. Linkages 
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Table 4: Summary Research Design Matrix 
Source: Author (2020) 
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4.14 CHAPTER SUMMARY 
 
This chapter discussed the mixed methods approach to research adopted for this study. A brief 
discussion of the chosen methods as applicable to each of the research objectives was then 
followed by justification and explanation of the tools used. The expected outcomes, types of 
data, validity of results as well as ethical concerns were then discussed and mapped out. Lastly, 
the methodology was summarized in the form of two tables based on analysis techniques 






CHAPTER 5 : RESULTS AND DISCUSSION OF A PRELIMINARY FINANCIAL 




Having looked at the various models developed and operated for the European, American and 
Australian markets, as outlined in the Literature Review chapter, a test model was proposed by 
the researcher. Inputs, assumptions and detailed parameters were selected, based on the 
researcher’s experience in the housing and construction industry gathered over the past 15 
years. Inputs from colleagues and more senior development managers were also considered so 
as to ensure that the model was as  realistic and comprehensive as possible. 
 
The detailed calculations and assumptions upon which the model was based were limited as 
the BTR model was proprietary and was protected as the intellectual property of the author and 
other contributors who hoped to be the first  bring this product to market. Adequate detail was 
however presented to prove the validity of the findings. 
 
The model was based on the development of long-term rental apartments only, as a pilot 
project. Critical inputs for the assumptions included the selection of between 250 to 300 units 
as a pilot project. In order to accurately model construction costs and other development fees, 
a hypothetical site had to be selected for which an actual land cost and municipal charges could 
be obtained.  
5.2 SITE SELECTION 
 
This proposed site was located in the suburb of Midrand in the north of Johannesburg, along a 
major public transport route and within walking distance from the Vodaworld office park, 
where many individuals and households that fall within the target market are employed. These 
were middle-income earners with a combined household income of between R1800 and 
R35 000 per month. This was in keeping with the proposed hypothesis of targeting middle-
income earners within the younger demographic who may opt for long-term access instead of 
the trappings and complications and costs that come with home ownership. These include 
levies, municipal rates, taxes, and maintenance costs. 
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Figure 16 below is a locality map indicating the site which was selected for the hypothetical 
financial modelling of the cashflow and feasibility. This selected location was consistent with 
the requirements for an ideal BTR site based on projects observed in the UK, US and Australia. 
The conditions were: location along existing major transport routes; close proximity to places 
of employment; preferably an in-fill site and; additional undeveloped land available to allow 
possible phased expansion of the BTR scheme (allows other iterations such as free-standing 
homes to be included in subsequent phases should there be a demand). 
 
 
Figure 16: Location Map of the Hypothetical Site of a Pilot BTR Residential Development 
Source: Author (2020) 
 
Based on the hypothetical site selection, standard development costs, variables and 
assumptions were used to build the financial feasibility model. These included land costs, civil 
works, municipal approval costs, professional fees for engineers, planners and architects, as 
well as marketing and letting fees for the estate agency portion of the operational plan.  
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5.3 KEY ASSUMPTIONS 
 
A total capital amount of approximately  R230 million was indicated based on the complex 
formulae in the Excel document. This was used for a sanity check based on standard due 
diligence processes and found to be accurate and bankable. Key assumptions were a combined 
equity and debt fee of approximately R4 million and a loan-to-cost ratio of 55% which is 
conservative but  realistic and bankable as well. 
BTR MODEL FOR 280 UNITS IN JOHANNESBURG 
Total development cost R225 945 039  
Development R198 919 625  
Land R18 750 200  
Construction R101 489 311  
Contingency R1 780 500  
Developers Contingency R498 443  
Road/Site Works - Electrical R4 200 000  
Road/Site Works - Civil R15 400 000  
NHBRC R2 576 000  
Other Construction R18 537 731  
Municipal Costs R7 251 000  
PROFESSIONAL FEES R21 025 457  
MARKETING & LETTING R1 048 683  
Additional Costs R4 153 491  
MISCELLANEOUS FEES R2 208 809  
VAT R27 025 414  
   
Debt fee R1 242 698  
Equity fee R3 050 258  
Capital required R230 237 994  
   
Funding    
Loan-to-cost 55%  
Capital required R230 237 994  
Debt R125 512 469 54,5% 
Equity R104 725 525 45,5% 
   
Table 5: Summary of Key Assumptions and Inputs for the BTR Financial Model 
Source: Author (2020) 
 
 
The full list of the headline costs for the development of the site is indicated in Table 5, above. 
The details feeding into the summary amounts can be viewed in the cashflow extracts presented 
below. This sets the stage for a detailed presentation and analysis of the key findings from the 
complete financial model in terms of financial feasibility. 
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5.4 OUTPUTS OF THE FINANCIAL MODEL 
 
The  outputs of the   BTR financial feasibility model were based  on  an industry standard 
annual escalation of 7.5% and operational escalation costs of 5.5% per annum to account for 
inflation in line with the  South  African Reserve Bank’s guidelines. The model of 280 units in 
the Vodaworld precinct of Midrand Johannesburg had rentals priced at R8 632  as an average 
blended rate derived from market prices for 3 bedroom / 2 bathroom, 2 bedroom /2 bathroom, 
2 bedroom/1 bathroom and 1 bedroom/1 bathroom units.  
 
A  realistic churn rate was built in which accounts for vacancy of the units at a rate of 10% for 
the first year and 5% for the second year. All other standard development costs such as 
roadworks, civil engineering services, interest on development loans and NHBRC enrolment 
costs were also accounted for.  The built-in formula for Internal Rate of Return (IRR) as found 
in the Microsoft Excel software package was used and checked using the standard formula for  




Where: Z1 = Cashflow in time 1, Z2= Cashflow in time 2, r=Discount rate, X0= Cash Outflow 
in time (i.e., purchase price of land and initial capital investment) 
 
Based on these major assumptions,  it was determined that this BTR product would  realize a 
gross yield of 12.2% and IRR of 17,2% . The model was run over an operational period of 11 
years before disinvestment and included all of the amenities  which make the BTR product 
attractive as a long-term rental product. These included private security, security fencing and 
installations, solar power generation, access control, laundry services, swimming pool , gym 
and on-site pre-school facilities. These details are indicated on page 2 and 3 of the partial 






Table 6: Summary Inputs and Outputs of the BTR Financial Feasibility Model 









5.4.1 Projected Returns – Internal Rate of Return and Net Present Value 
 
The table below is a summary of the  project cashflow of the Midrand pilot BTR development 
over its 11-year operational cycle. The summary shows a large initial capital investment of 
approximately R225 million. Thereafter, further capital expenditure for maintenance, repairs 
and upgrades to the rental homes and free facilities are expected only from year 3 to year 11. 
 
These operational, maintenance and upgrade costs steadily increase from year 3 to year 11 from 
approximately R2 million to R6 million in year 11 as a function of inflation and the increasing 
need to address normal wear and tear or upgrade software in the GreenTech and PropTech 
attached to the homes, facilities and security features of the residential development. 
 
The present value (PV) of the project is, however, positive, at R26 million with a yearly peak 
in year 5, where R12.8 million in PV is projected. Year 5 is significant, as it is when much of 
the technology and value-adding facilities reached their payback period. However, it is possible 
to break even on the project earlier should tenant retention be higher than expected. In other 
words, this is where the churn rate is lower than projected in the model as this becomes 
additional bonus income for the project. 
 
Taking all other costs into consideration as well as the rental income and the capital 
appreciation of the property asset come year 11, a conservative estimate of net profit on this 
hypothetical BTR pilot project is in the region of R7.8 million. This is 3.3% of the capitalised 
value of the development in today’s money. This is certainly indicative of a viable business 
model and asset class.
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IRR and NPV 
Development Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 
Project cash flow -R225 945 039 R19 575 108 R22 212 310 R21 618 783 R21 301 773 R23 153 688 R25 162 800 R27 342 258 R29 706 298 R32 270 337 R474 878 656 
Net operating income   R19 575 108 R22 212 310 R23 878 233 R25 820 674 R27 921 128 R30 192 450 R32 648 538 R35 304 424 R38 176 360 R41 281 922 
TDC -R225 945 039 
          
Annual capex       -R2 259 450 -R4 518 901 -R4 767 440 -R5 029 650 -R5 306 280 -R5 598 126 -R5 906 023 -R6 230 854 
            
Project IRR 15,2% 
          
            
PV of project cash flow -R225 945 039 R18 333 768 R18 248 890 R15 580 060 R13 466 315 R12 839 507 R12 240 025 R11 666 829 R11 118 908 R10 595 276 R128 735 742 
Project NPV R26 880 282 
          
            
Equity IRR                       
Equity cash flows -R104 725 525 R0 R829 512 R2 157 920 R3 576 737 R5 155 715 R6 917 972 R8 892 543 R11 117 795 R13 648 965 R456 407 287 
            
Capital items -R104 725 525 R0 R0 R0 R0 R0 R0 R0 R0 R0 R439 827 588 
Capital investment -R104 725 525                     
Exit value   
         
R439 827 588 
Debt settlement   
         
R0 
 
                      
            
Income statement for IRR 
           
Net operating income R0 R19 575 108 R22 212 310 R23 878 233 R25 820 674 R27 921 128 R30 192 450 R32 648 538 R35 304 424 R38 176 360 R41 281 922 
Finance cost 
 
-R20 426 576 -R20 426 576 -R20 850 097 -R21 778 304 -R22 872 943 -R24 199 752 -R25 873 729 -R28 124 818 -R31 527 812 -R38 381 751 
Interest payment   -R12 551 247 -R11 763 714 -R11 123 373 -R10 602 590 -R9 961 763 -R9 173 610 -R8 201 624 -R6 994 226 -R5 471 769 -R3 489 250 
Amortisation   -R7 875 329 -R8 662 862 -R9 726 724 -R11 175 713 -R12 911 180 -R15 026 142 -R17 672 105 -R21 130 592 -R26 056 043 -R34 892 501 
Profit after finance cost 
 
-R851 468 R1 785 734 R3 028 137 R4 042 370 R5 048 185 R5 992 698 R6 774 810 R7 179 606 R6 648 548 R2 900 171 
Tax allowance 
 
-R9 008 471 -R9 008 471 -R9 008 471 -R9 008 471 -R9 008 471 -R9 008 471 -R9 008 471 -R9 008 471 -R9 008 471 -R9 008 471 
Taxable income   -R1 984 610 R1 440 125 R3 746 389 R6 209 613 R8 950 894 R12 010 369 R15 438 443 R19 301 727 R23 696 120 R28 784 200 
Income tax 
 
R0 -R403 235 -R1 048 989 -R1 738 692 -R2 506 250 -R3 362 903 -R4 322 764 -R5 404 484 -R6 634 914 -R8 059 576 
Distributable cash   R0 R1 036 890 R2 697 400 R4 470 921 R6 444 644 R8 647 465 R11 115 679 R13 897 243 R17 061 206 R20 724 624 
Dividend withholding tax 
 
R0 -R207 378 -R539 480 -R894 184 -R1 288 929 -R1 729 493 -R2 223 136 -R2 779 449 -R3 412 241 -R4 144 925 
Dividend   R0 R829 512 R2 157 920 R3 576 737 R5 155 715 R6 917 972 R8 892 543 R11 117 795 R13 648 965 R16 579 699 
            
Tax accumulation 
 
-R1 984 610 -R544 485 R3 201 904 R9 411 517 R18 362 411 R30 372 779 R45 811 222 R65 112 949 R88 809 069 R117 593 269 
ICR 
 
                           1,56                             1,89                             2,15                             2,44                             2,80                             3,29                             3,98                             5,05                             6,98                          11,83  
Equity IRR 18,0% 
          
            
PV of equity cash flow -R104 725 525 R0 R681 499 R1 555 153 R2 261 101 R2 859 019 R3 365 132 R3 794 412 R4 161 331 R4 481 346 R122 571 774 
Equity NPV R41 005 243 
          
            
Simple capitalised valuation   
          
Gross potential income R31 175 172 
          
Occupancy adjusted gross R29 616 413 
          
Operating costs -R7 404 103 
          
Net income R22 212 310 
          
    
          
Initial cap rate 9,50% 
          
Capitalised value R233 813 790 
          
Total development cost R225 945 039 
          
Profit/(loss) on TDC R7 868 751 
          
Table 7: Internal Rate of Return and Net Present Value Summary Spreadsheet
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As can be observed in the spreadsheet above, it is quite possible for BTR to be designed, built 
and operated to yield an above-average return. This supports the assertion that institutional 
investors can be attracted into investing in housing, where competency and capacity to build 
similar, site-specific financial models is demonstrated. 
5.5 CHAPTER CONCLUSION 
 
This financial modelling exercise was conducted in a manner that is  widely accepted, bankable 
and part of standard industry practice when carrying out a  financial due diligence study. It can 
thus be reasonably be concluded that BTR can be developed in a profitable and financially 
feasible manner in the city of Johannesburg.  
 
BTR, if conceptualized correctly and with sufficient detail for each particular site, can 
potentially attract investors as they often are willing to accept developments that yield a 
minimum yield of 9% and a minimum IRR of 14%. The  yield and IRR of 12.2% and 17.22% 
respectively, exceed these minimum thresholds.  This means that BTR is potentially an 
industry-leading long-term property  asset which institutional investors and property 
developers ought to explore further. 
 
Although based on a very high-level feasibility study, sufficient detail was included in the 
model, as shown in the pages above, to satisfy most of the requirements that an actual investor, 
due diligence process would require. An actual land price and  site specific costs for 
professional consultancy fees  for architects, engineers, surveyors, conveyancers and town 
planners are some of the details which could have brought this model closer to a bankable and 
water-tight business for a BTR model for the chosen site in Midrand Johannesburg. That being 
said, professional tariffs as  at 2019/2020 rates were used to reduce the margin of error and 
bolster the validity of the findings. 
 
Build-to-Rent housing is therefore a potentially lucrative and attractive long-term rental 
housing for Johannesburg, South Africa which institutional investors, private developers, local 




CHAPTER 6 : THE DEMAND FOR BUILD-TO-RENT HOUSING IN THE CITY OF 
JOHANNESBURG 
 
6.1 INTRODUCTION  
 
The housing sector in Johannesburg is well regulated with many policies in place that are 
progressive and aligned with internal policies such as the New Urban Agenda (NUA) and the 
UNDP’s SDG’s. At the point of implementation, it is recommended that further research be 
conducted, if it is not already available by that time, into alignment and integration of all aspects 
of BTR with existing legislation and policies. The outcome of this exercise ought to inform 
how BTR is defined for the South African context. This is critical to gain support from the 
DHS and all other related government agencies and ministries, without which, BTR may never 
be given a fair chance at establishment as the significant development in the housing market 
that it could be.  
6.2 ANALYSIS OF RESPONSES TO THE QUESTIONNAIRE SURVEY 
 
The sample selection and methodology adopted was successful, given the restrictions on 
personal interactions which were imposed as a result of the Covid-19 Lockdown. The minimum 
number of responses was achieved, and the desired cross-sectional representation was also 
attained. Sufficiently experienced practitioners also formed the bulk of the respondents in 
compliance with the intended approach. Questions 21 and 22 of the survey formed the final 
part of the questionnaire and were meant to gather information on the number of years’ 
experience for the respondents and their area of specialization within the housing value-chain. 




Figure 17:  Survey Question 21: Distribution of Property Professions Represented in the 
Survey Responses 
 
As shown in Figure 17 above, the majority of respondents (26.3%) are property consultants 
working in the private sector. A total of 10.5% of respondents are professional architects, with 
other professions seeing a single representative from the property development management, 
general management, leasing management, property portfolio management and senior housing 








As can be observed in Figure 18, the majority of respondents have between 5 to 10 years’ 
industry experience whilst 26.3% have between 10 to 20 years’ experience and 21.1% have 
been involved in the housing sector for 3 to 5 years. This significant representation by more 
experienced industry practitioners serves to add credibility to the findings of the survey, as the 
opinions expressed by respondents are those of well-experienced and knowledgeable 
individuals. 
 
Possible errors associated with this approach are; 
1. The use of an inadequate frame. 
2. A poorly designed questionnaire. 
3. Recording and measurement errors. 
4. Non-response problems. 
Source: Arsham (1996) 
These errors should be addressed through the combination of the different methodologies such 
as the quantitative findings under Objective 2 of the study. This counter-balancing and choice 
of mixed research methods serves to reinforce the findings of this study which results in more 
balanced, reliable and well-articulated outcomes. 
6.2.1 Overall Impressions of Build to Rent Housing 
 
More than half, 68%, of the key informants that responded to the questionnaire indicated that 
they were aware of BTR as an emerging asset class, and that they were conversant with the 
details of how BTR housing ought to be designed, built and operated. Only 10.6% of 
respondents stated that they knew little to nothing about BTR. This is a significant outcome, as 
it may indicate the readiness of practitioners and industry experts to engage with and explore 
BTR as a new product on the Johannesburg housing market. 
 
6.2.2 Relevance of Build to Rent in Johannesburg 
 
A total of 79% of respondents were of the opinion that professionally planned, built and 
operated BTR may play a critical role in addressing the housing shortage in Johannesburg.  
 84 
A minority 10.5% did not know enough to comment, whilst the remaining 10.5% did not 
believe BTR is appropriate for the Johannesburg housing market. Given the disenchantment 
that some Johannesburg residents experience with social housing, the only other long-term 
rental solution on the market, these results from industry experts confirm that there may be a 
niche which BTR can occupy. The majority of respondents (58%,) also agreed that ownership 
by large financial institutions would make the product more viable, as shown in Figure 19 
below. This confirms, to some extent, the suggestion that the sense of security that comes from 
not having an individual as a landlord may boost interest in the product. 
 
 
Figure 19: Percent of Respondents Who Agreed on Ownership of  Each BTR Housing 
Development by a Single Large, Financial Institution 
 
6.2.3 Critical Considerations 
 
When asked what the key features of a successful BTR product for Johannesburg would be, 
the following 8 key considerations emerged: 
 
1. Affordability 
2. A regulatory body specific to Build-to-Rent developments 
3. Professional maintenance of the rental homes to maintain a high quality standard 
4. Favourable municipal rates and taxes to aid developers’ feasibility 
5. Integrated location in close proximity to employment opportunities 
6. Deepening of financial markets and specialized funding models 
7. Expedited municipal approvals and query resolution 
8. Regulatory and policy support for BTR from all spheres of government. 
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6.2.4 Target Market and Profitability 
 
In terms of the target market, most respondents, 53% stated that BTR ought to target the middle 
income sector. The rest suggested that this product would be suitable for lower income earners. 
Interestingly, none of the respondents suggested that BTR be developed for the upper-income 
segment. When it came to questions around whether BTR would be most profitable for 
investors in the lower or middle income segments, there was an equal split of votes between 
the two. This outcome requires further investigation as historically, developers have always 
shied away from low-income residential developments due to the thin profit margins. One 
would have expected all votes for profitability to fall within the middle income bracket. 
 
Overall, as conformed by Figure 20 below, the majority of respondents, 84%, believed that 
BTR could be profitably built and operated in Johannesburg. This confirms the findings from 
the financial feasibility study and affirms the need for further discussion with potential 
investors and other stakeholders. 
 
Figure 20: Summary of Responses to the Question of BTR as a Profitable Enterprise 
 
6.2.5 Potential Challenges in Mainstreaming BTR 
 
When asked to comment on potential legislative challenges, most respondents saw the existing 
legislation as being sufficient for BTR to be rolled out. However, the majority also added that 
legislation may pose a threat to BTR, where it stifles operators from dealing with issues such 
as evictions, sub-letting of the homes, or defaulting tenants, debt recovery and recovery of costs 
for damages to the properties.  
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These comments present the next area of critical detailed exploration in further studies, as any 
new housing product must be well conceptualized to ensure operability within the regulatory 
parameters. Special considerations and spin-off businesses may result, such as the introduction 
of renters’ insurance to mitigate some of the risks highlighted by the respondents. 
 
Whilst citing red tape, lengthy government and municipal administrative processes as the 
greatest threat to successful implementation of BTR in Johannesburg, respondents were split 
in terms of the impact of the Rental Housing Act and the Prevention of Illegal Eviction Act on 
the operations of a BTR housing development. The majority of respondents stated that the 
greatest risk most likely lies in some nuances within the acts that may be subject to 
interpretation. However, a significant number of respondents highlighted the need for further 
investigation, whilst the rest were convinced that the two laws would become a stumbling block 
for BTR. Figure 21 below shows how the various opinions were distributed. 
 
Figure 21: Distribution of Votes on the Impact of Rental Laws on BTR in Johannesburg 
 
6.2.6 Costs of Technology Versus Profitability 
 
Much of the profit predicted in the financial feasibility model is premised on the inclusion of 
green technology (GreenTech) and property technology (PropTech). The results of the survey 
confirmed the significance of these cloud-based approaches to rental and property 
management, with a resounding 95% of respondents agreeing with the need to include 
PropTech and GreenTech in a BTR product.  
 
Similarly, the majority of respondents(79%) also confirmed the need to include free value-
added facilities such as on-site gyms, day-care centres and additional free storage. 
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The majority 95% of respondents also then confirmed that should such a BTR product be 
brought to market in Johannesburg, financial institutions and private equity funds would be 
willing to invest in this form of housing. 
 
Lastly, when asked to list suburbs within Johannesburg that would be ideal for a pilot BTR 
residential development, the following were the top 5 locations; 
 
1. Johannesburg Inner City / CBD 
2. Newtown 
3. Fourways / Paulshof 
4. Randburg 
5. West Rand 
 
6.3 CHAPTER CONCLUSION 
 
The output from the online questionnaire survey as administered to key informants within the 
Johannesburg housing sector confirmed the possible viability of Build-to-Rent as a housing 
product. Most of the respondents were of the opinion that BTR is worth exploring further and 
there was no outright opposition to BTR or scepticism at all. 
 
This was a key finding as is serves to confirm the hypothesis of this study which is that of 
positing BTR as another impactful component of the Johannesburg housing scene,  useful in 
addressing housing shortages in the future. 
 
At the same time, threats and opportunities were highlighted in the responses especially where 
regulations, municipal turnaround times and government’s buy-in are concerned. From this a 
list of gaps and areas for further study may now be presented in the final chapter of this study, 












Having made commentary whilst simultaneously presenting the findings from Objectives 1 to 
3, the following section is a synthesis of all the information and data gathered to suggest the 
next steps in developing BTR as a viable alternative for the provision of adequate housing in 
Johannesburg. Whilst still far from painting a clear picture of what a BTR product for 
Johannesburg would look like, the critical gaps and areas of further study can also be deduced 
from the summary and recommendations presented below. 
7.2 SUMMARY OF FINDINGS 
 
Through a mixed-method approach, information, data and inputs were gathered and collated to 
establish the possibility, desirability, profitability and methodology by which BTR may be 
defined, built and operated for the Johannesburg middle-income housing market. One of the 
key findings was that, indeed there is an appetite in the financial markets for such a long-term 
asset that has a positive sustainability impact. It was also established that such interest and 
support is contingent on the entire process being professionally and competently researched, 
developed, built and operated. BTR is a data-driven enterprise that will only work if detailed 
planning and careful site selection is carried out from the on-set. 
 
Based on the outputs from the financial feasibility model, it was proven that BTR can be built 
and operated profitably in Johannesburg. With a worst case scenario yield of 9.5% and best 
case of 12.2%, coupled with an Internal Rate of Return (IRR) of 17.22%, BTR can indeed be 
built to deliver above-average profits for investors who typically expect a minimum 8% yield 
and 14% IRR. In building the model it also became apparent that the key to being able to fund 
many of the free facilities and additional PropTech and GreenTech are trade-offs in the project 
planning phase. The choice of foundation types and building materials is critical. Sites that 
would require extensive bulk earthworks, additional roadworks and special foundations will 
not be ideal for a profitable BTR housing projects.  
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All of the additional construction, engineering  and approval costs will mean that the project 
cannot afford the superior internal finishes, free on-site facilities or the technology required to 
streamline the rental management processes, once the development is in its operational stage. 
Site selection and design, therefore, are critical to the profitability of a BTR housing project. 
 
At the beginning of the study, the assumption had been that BTR for Johannesburg would be 
best developed as a product appealing to the upper middle-income category. However, this 
assertion has been disproved based on the outcomes from the questionnaire survey. There was 
a consensus that BTR should rather be developed to target the middle, lower- middle and lower 
income residents of the city. This means that the inclusive housing approach embraced by the 
City of Johannesburg may be a necessity when it comes to successful BTR housing projects. 
 
It was also established that the housing market in Johannesburg and indeed across South Africa 
is well regulated with various, well-articulated national and local policies and regulations 
guiding site selection, housing typologies and the manner in which a rental product may be 
owned and operated. The challenge is to therefore conduct a legislative and policy due 
diligence exercise prior to the development of a pilot BTR housing project. This would be 
followed by engagements with national, provincial and local government offices to 
demonstrate alignment and compliance with the various legislation and policies. It may also be 
necessary to set up an independent governing body tasked with specific oversight of BTR 
housing developments. 
 
Many respondents to the questionnaire survey flagged lengthy government engagements and 
municipal approval processes as the greatest threat to the successful implementation of a BTR 
strategy, even where this was driven and funded  by a private developers and financiers. As 
such, the discussion around BTR ought to be opened up to all interested parties including local, 
provincial and national government, the DHS, NGO’s, NPO’s, community activists as well as 
other developers and service providers that operate within the housing delivery value chain. 
 
Another departure from the initial proposition was in the exit strategy for BTR. In the United 
Kingdom, USA and Australia, at the end of the investment period, the BTR developments are 
always planned for selling to another institutional developer. In the case of South Africa, 
another possibility presented itself, which was the sectionalisation of the rental homes to allow 
multiple institutional owners at inception and multiple purchasers at the exit period.  
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The one could serve to de-risk the investment into a novel product by having 2 or 3 institutional 
owners, whilst the other becomes an incentive and counters the negative stigma associated with 
rented housing by offering long-time residents the option to purchase their home after 10 to 15 
years, or even earlier, should they wish to. 
 
Despite the potential pitfalls, challenges and knowledge gaps that must still be addressed, this 
study has proven that Build-to-Rent is a housing concept which bears a lot of positive impacts 
for all stakeholders in the housing sector of Johannesburg. It is financially viable and may 
possibly be a critical component of an integrated housing solution for the attainment of the goal 
to provide adequate, sustainable housing to all residents of the City of Johannesburg. This study 




It is recommended that BTR be developed with the input and support of all spheres of 
government as well as the National Department of Human Settlements (DHS). In conjunction 
with private developers, institutional funders and private developers, standards and norms must 
be formulated to guide the construction and operation of BTR housing in Johannesburg. 
Usually, private developers may introduce a product onto the market absent of any input from 
government, so long as the product meets the existing standards and is compliant with all 
regulations governing its sales and operations.  
 
However due to its potential to not only become a profitable housing model and investment 
asset class but to also address many developmental challenges which government is working 
to address, BTR must necessarily become an approach that is endorsed, supported and 
championed by all stakeholders in the Johannesburg housing value chain. BTR implementation 
must follow the collaborative planning approach as discussed in the Theoretical Framework 
chapter of this dissertation. That may be the key to improving BTR models over time to ensure 
their sustainability and impact. In order to move the concept forward and map the next steps in 
the development of BTR for Johannesburg, a framework is therefore proposed. Based on this 
proposed framework, further research, discourse and engagements may follow, which lead to 
the eventual mainstreaming of BTR as an alternative housing strategy for Johannesburg. 
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7.3.1 Proposed Framework for Implementation of a BTR Strategy for Johannesburg 
 
After gathering the outputs from Objective 1 (regulatory framework BTR), 2 (financial 
feasibility of BTR) and 3 (key informant opinions on BTR), the case for BTR can be 
summarized and presented in the form of a relationship diagram based on the systems dynamics 
approach to planning. However, due to the context within which BTR is being introduced, there 
must be a sharing of information between role players to address the critical housing challenges 
such as backlog, slow turnaround, spatial desegregation and customer satisfaction. 
 
The proposed model is therefore rooted in Healey’s (1998) collaborative planning approach, 
whilst adopting elements of Forrester’s (1997) systems dynamics approach to relationships in 
complex interactions. Lastly, there is a linear feedback channel built into the framework which 
addresses historic challenges as well as real-time feedback. This becomes information that 
informs the constant improvements which private developers will need in order to build the 
pilot housing development and successful subsequent developments in a sustainable manner. 
 
The feedback channel sees information classified in the classical sense under headings of a 
standard SWOT (strengths, weaknesses, opportunities and threats) analysis. This may be a way 
to analyses information in order to determine the appropriate recipients for the various types 
of feedback. Such deliberate focus on information sharing, stakeholder consultation and 
engagement are in keeping with the principles of collaborative planning. Where opportunities 
and threats are listed, there is room for further investigation in order to find solutions and 
alternative approaches that could strengthen the case for BTR as a legitimate and impactful 
alternative housing product. These would become action and discussion points for private 
developers and local government, for example, but not necessarily for the end users or tenants. 
 
Lin and Shayo (2012) proposed a systems dynamics model that incorporated supply chain 
performance, information sharing and collaboration for use in dynamic, fast-changing 
environments. The supply chain principles are most applicable to this proposed framework, as 
housing provision in Johannesburg is backlogged, due to what is essentially a shortage of 
supply that is exacerbated by a challenging housing supply chain. Supply chain theory also not 
only focuses on customer satisfaction, product design and after sales support but also on end-
of-life disposal, all of which are critical components of BTR.  
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Information sharing, as mentioned, is also central to the collaborative planning approach 
chosen as the theoretical framework of this study. 
 
The diagram below illustrates the proposed framework for implementation and the further 
study of BTR in the context of the South African housing market, with specific reference to 
the city of Johannesburg. Central to the framework is a basic influence diagram adopted from 
Lin and Shayo (2012) with for instance, the “desired shipment rate” replaced with the “required 
housing delivery rate.” Other elements from SWOT analysis and collaborative planning are 
integrated and explained above. 
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Figure 22: Proposed Framework for BTR Implementation 
Source: Author, (2020) 
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The proposed framework, though simplified, is an attempt to capture the integrated nature of 
the roles involved in the delivery of BTR housing. Further studies can be conducted to expand 
the model to include other aspects omitted here, such as pricing, economic factors, contingency 
loops to deal with administrative delays and so forth. 
 
The framework also does not list any specific feedback that can be directed to the feedback 
channel. However, Table 8 below is an attempt to capture some of the feedback gathered as a 
result of this study which may be fed back into the model. The approach would be to develop 
a framework that can be zoomed into, meaning, a separate, more detailed feedback channel in 
the style of  a classic SWOT analysis and a separate, more detailed set of causal loops as well 
as stocks and flow diagrams. These would capture detailed, integrated data pertaining to rental 
and other housing stocks, land markets, pre-vetted BTR sites, the various housing products 
available on the market, pricing, development costs as well as the impacts and influences that 






















FEEDBACK ON BUILD TO RENT HOUSING – CAPTURED IN SWOT FORMAT 
STRENGTHS WEAKNESSES OPPORTUNITIES THREATS 
May be well-timed to attract 
institutional investment away 
from shopping malls and office 
parks. 
May require the setting 
up of a new regulatory 
body 
Requires ratification and 
endorsement from the 
National Department of 
Humans Settlements. 
Funding institutions may 
reject developer funding or 
mortgage applications at the 
end of the operational life-
cycle. 
A single institutional owner 
may allay fears of premature 
and arbitrary evictions amongst 
the client base. 
Lengthy municipal 
application processes are 
not suited to BTR as 
rollout is fast-paced. 
Requires support from 
Provincial and Local 
government spheres. 
Transfer from institutional 
owners to a body corporate 
of homeowners’ association 
may be costly. 
Offers tenure security in the 
long-term with none of the 
additional costs of ownership. 
Requires specialist 
training of letting agents 
and maintenance staff. 
GreenTech and PropTech is 
a must-have. There are 
potential economic spin-offs. 
Red tape and long municipal 
and government turnaround 
times may cause BTR 
projects to be abandoned. 
Proptech and Greentech offers a 
better tenant experience whilst  
maximizing investor returns. 
BTR is hospitality driven 
with a focus on a curated 
customer experience. 
This limits the target 
market. 
Might need to be 
sectionalised to adopt a 
different exist strategy that 
allows on-selling to long-
time tenants. 
The EAAB may be 
unwilling to adopt their 
curriculum to train BTR 
agents. 
The emphasis on the good-
quality homes and common 
areas is in line with the 
sustainable goal to provide 
adequate housing. 
Requires investment in 
detailed analysis and 
financial modelling. 
More than one institutional 
funder may be approached 
where the BTR development 
is sectionalised. 
Legislation may prevent the 
BTR owner from evicting 
non-paying tenants in time 
to protect their profit 
margins. 
Is ideal for meeting some of the 
targets set out in the 
Johannesburg Spatial 
Development Framework. 
Only work when 
correctly located to 
exiting transport routes, 
nodes and places of 
employment. 
Renter’s insurance may be 
required to mitigate the risks 
and costs associated with 
damages to rental homes. 
The City of Johannesburg’s 
Inclusionary Housing Policy 
requires the incorporation of 
low-cost rental housing 
which negatively impacts 
profitability for investors. 
It is data-driven and is 
therefore, measurable. 
Renting still has a stigma 
assigned to it. The 
market favours 
ownership in South 
Africa. 
New professions and skills 
are generated. 
It may only be successful if 
the rental homes are 
affordable below middle-
income levels. 
It is financially viable. It relies on specialist 
developer/operators, of 
which only a handful are 
available in South 
Africa. 
Municipalities stand to 
benefit if more residential 
developments ease pressure 
on existing power and water 
infrastructure. 
Crime and delinquency may 
create a negative perception 
of BTR estates. 
The developer becomes the 
operator and property manager. 
There is therefore is single point 
of accountability. 
More research is needed 
on the impact of policies 
and legislation in the 
operational phase of 
BTR. 
 Some nuances in existing 
policy and legislation may 
hinder the delivery or 
operations of BTR in the 
market.  
It may attract foreign direct 
investment once test cases have 
been successfully built and 
operated. 
   
It is relevant to the current 
status quo of housing in 
Johannesburg. 
   
Table 8: Summary and Feedback on Build to Rent Captured in SWOT format 
Source: Author (2020) 
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As a follow-up to the above, another area of further research would be the development of a 
communication and stakeholder engagement plan for the housing sector which would capture 
and enable the sharing of information and extensive stakeholder consultation which a 
collaborative approach requires. 
 
Focus should be on implementing BTR in a manner that not only allows private developers and 
institutional investors to turn a profit, but in a manner that also gives feed back to the local, 
provincial and national planning mechanisms to better inform future policy and legislative 
revisions. This will especially be important where the government opts to set up special  
regulation bodies to govern the construction and management of BTR housing. It is 
recommended that BTR as a novel approach to a pre-existing housing challenge, must be 
integrative in its implementation and must speak to the greater concerns of Johannesburg city’s 
sustainability goals from an economic, environmental social and institutional perspective. This 
is because housing is one discipline that is at the confluence of multiple disciplines and relies 
on all the mechanics of city infrastructure to be in place and functional in order to avoid what 
can be extremely negative consequences and a failure to deliver as planned. 
7.4 CHAPTER CONCLUSION  
 
This study sought to explore Build-to-Rent as an alternative housing product in the city of 
Johannesburg. The need for the study was well established by painting the history of spatial 
segregation of the city as a result of apartheid-era urban planning approaches and by 
highlighting the shortage of adequate housing in Johannesburg.  
 
This housing shortage is most felt in the lower income brackets where many who migrate into 
the city seeking better work opportunities find themselves destitute or living in informal 
settlements. The four objectives of the study were met by: Surveying the legislative and policy 
environment within which BTR must operate; establishing the financial viability of BTR 
Johannesburg based on actual market-related costs and payable rentals; testing the market’s 
appetite for BTR based on key informant inputs and; developing a framework for further 
exploration and discussion of BTR as an emerging housing asset class and open market 
product. It thereafter determined that BTR can indeed be designed, built and operated 
profitably.  
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It also became clear that doing so will require specialist focus and knowledge and may therefore 
require government to develop separate regulations and policies that govern BTR as a housing 
approach. The study also confirms that the housing market in Johannesburg would welcome 
BTR as an alternative to the ownership and leasing models which are already in the market. 
Helpful insights such as the need to include lower income rental units and the need to possibly 
sectionalize the rental homes were also gained. These would form part of the customizations 
required in order to develop a BTR product that would be uniquely South African and more 
suitable for the Johannesburg market. Lastly, it was recommended that a collaborative 
approach be taken in rolling out BTR as this would fit the chose approach and context of 
Johannesburg with the existing housing legislation and policies that inform the development 
parameters for Johannesburg. 
 
More research and inputs from practitioners, NGO’s, NPO’s, developers and financiers are 
required in order to fully explore and operationalise BTR as a viable and sustainable housing 
product. The hope is that this dissertation has done justice to this topic and that further 
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APPENDIX 1: CONSENT TO PARTICIPATE 
 
Based on the ethical considerations and ethical policy of the University of Johannesburg, 
survey participants were required to read the following statement and confirm agreement with 
the measures put in place, prior to responding to the questionnaire. Figure A2 below is a copy 
of the participants’ ethical consent agreement. 
 
 
Figure A1: Chart Indicating Consent from Participants 
 
Figure A1, above is a chart generated after all responses had been captured which indicates that 
100% of all survey respondents participated voluntarily and agreed with the measures taken to 




Figure A2: Copy of the Survey Respondents’ Ethical Agreement 
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APPENDIX 2: SAMPLES FROM THE QUESTIONNAIRE SURVEY 
 
 
Figure A3: 2 of the 22 Questions Designed to elicit a response on a linear scale 
 
A total of 7 of the 22 questions required respondents to type out a response. These questions 
were open-ended and intended to allow respondents to elaborate on their opinions and 
introduce any new information that may not have been captured in the other questions. Figure 
A4 below is a randomly selected example of these open-ended questions. 
 
 




The balance of the questions, 13 in total, were Checklist-style questions for which only one 
answer could be selected. These allow for efficient gathering of information without exhausting 
the respondents by taking up too much of their time. Figure A5 below, is a randomly selected 
example of the checklist-style questions. 
 
 
Figure A5: An Example of a Checklist-Style Question 
 
The overall approach taken was to balance the need to collect good-quality data, which is useful 
























Good Day,  
 
My apologies for the intrusion. If you wish to be excluded from this communication 
please exit the group or message me and I will promptly remove you to avoid any 
spamming of your inbox.  
 
Do you have a few minutes to participate in a short survey which is being conducted for 
a Masters Degree Study at the University of Johannesburg?  
 
The study is entitled EXPLORING BUILD-TO-RENT AS AN ALTERNATIVE 
SUSTAINABLE HOUSING STRATEGY FOR THE CITY OF JOHANNESBURG. 
You have been selected as a respondent due to your experience in the property sector in 
Johannesburg. Please click the link below to participate in the survey, which will take 5 
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APPENDIX 4: ETHICAL CLEARANCE 
 
Below is a copy of the standard non-disclosure agreement (NDA) which was made available, 
upon request from each respondent had they required it. None of the respondents indicated a 
need for the NDA. 
 
Student Non-Disclosure Agreement 
 
 This Agreement is made and entered into by and between _______________________ 
of {organization}________________________________("Respondent") and Mr Kushinga L 
Kambarami student number 218100497 of the University of Johannesburg ("Student") for 
the purpose of receiving certain confidential information of Respondent to enable the Student 
to undertake the project described at the end of this Agreement ("Project").   
 
In order to address the ethical principles of autonomy, beneficence, non-maleficence and 
justice, Respondent and Student hereby agree as follows : 
 
"Confidential Information" means proprietary and confidential information of Respondent 
marked or identified as such in accordance with Section 2 below. 
 
To be treated as Confidential Information, any information provided by Respondent to Student 
in tangible form shall be marked "Proprietary and Confidential" or similar markings. 
Information disclosed orally must be identified orally as confidential at the time of disclosure 
and summarized in writing within 30 days of disclosure. 
 
No information was Confidential Information that: (i) is already known to Student, or (ii) is or 
becomes publicly known through no wrongful act of Student, or (iii) is received by Student 
from a third party without similar restrictions and without breach of this Agreement. 
 
Except as provided herein, Student will not disclose any Confidential Information to any other 
person.  Student will not use any Confidential Information other than in connection with the 
Project.   
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Student may disclose Confidential Information (i) to other students who have executed non-
disclosure agreements with Respondent (ii) in response to the lawful request or requirement of 
a governmental agency or by requirement of law, and (iii) to the faculty member supervising 
the Project, provided that faculty member has signed a non-disclosure agreement with 
Respondent. 
 
Respondent understands that to complete the requirements of the course in which he or she is 
enrolled, Student must give a substantive presentation concerning the Project to an audience 
that will not have signed non-disclosure agreements, and that such presentation will include 
information about the Respondent. Respondent will work with Student to prevent the inclusion 
of Confidential Information in the presentation and any written materials prepared by the 
Student. 
 
All Confidential Information delivered by Respondent to Student was and remain property of 
Respondent. All Confidential Information, and any copies thereof, was promptly returned to 
Respondent or destroyed by Student upon Respondent's request.   
 
The obligations of Student under this Agreement shall terminate on 30th October 2025. 
 
This Agreement may not be modified except by written instrument signed on behalf of each 
party.  Either party may assign this Agreement to a parent corporation, to a wholly owned 
subsidiary or a successor of substantially all of the business or assets of the party. This 
Agreement embodies the entire agreement and understanding of the parties and terminates and 
supersedes all prior independent agreements and under takings between the parties. The 
provisions of this Agreement shall be construed in accordance with the common law of the 
Republic of South Africa.  All notices, requests or consents given in connection with this 
Agreement shall be given in writing and sent by first class mail, postage prepaid, telegram, 
teletype, telex, cable or email to the addresses listed at the end of this Agreement, unless either 







Description of Project: 
EXPLORING BUILD-TO-RENT AS AN ALTERNATIVE SUSTAINABLE HOUSING 
STRATEGY FOR THE CITY OF JOHANNESBURG 
Executed as of the date and year first above written: 
Student’s Signature ________ __________ Date ____11 August 2020____ 
Print Name: Kushinga Lawrence Kambarami 
 
 
